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Preface 


This  is  the  Third  Edition  of  the  Social  Security  Handbook.  The 
Handbook  was  originally  published  in  1960;  a  second  edition  was 
published  in  1963. 

The  material  in  this  edition  covers  the  retirement,  survivors,  and 
disability  insurance  and  the  health  insurance  for  the  aged  provisions 
of  the  Social  Security  Act  as  amended  through  April  1966  and  regu- 
lations related  thereto,  with  brief  descriptions  of  other  related  bene- 
fit programs.  It  is  intended  for  the  use  of  people  who  want  a  detailed 
explanation  of  the  Federal  retirement,  survivors,  and  disability  in- 
surance and  health  insurance  programs,  so  that  they  may  understand 
how  these  programs  operate,  who  is  entitled  to  benefits,  and  how 
such  benefits  may  be  obtained. 

Further  assistance  in  social  security  matters  may  be  secured  at  the 
nearest  social  security  district  office.  The  social  security  district  office 
routinely  provides  information  to  inquirers  and  advises  and  assists 
claimants  and  beneficiaries  free  of  charge  regarding  any  social  se- 
curity matter.  Even  if  a  person  obtains  the  services  or  assistance  of  a 
private  party  in  presenting  his  claim,  he  should  visit  a  district  office 
or  talk  to  a  social  security  representative  and  get  advice  from  an 
official  source  in  order  to  be  sure  of  protecting  his  present  and  future 

rights. 

This  Handbook  was  prepared  solely  for  convenient  reference  pur- 
poses and  does  not  have  the  effect  of  law.  Diligent  effort  has  been 
made  to  ensure  its  accuracy  but  there  can  be  no  guarantee  this  has 
been  achieved.  Should  there  be  any  conflict  between  material  in  this 
handbook  and  the  law  or  regulations,   the  latter  are,   of  course, 

controlling. 

The  Social  Security  Act  and  related  laws  are  contained  in  a 
"Compilation  of  the  Social  Security  Laws,"  consisting  of  two  vol- 
umes. Volume  I  contains  the  Social  Security  Act  as  amended  through 
1965  and  pertinent  provisions  of  the  Internal  Revenue  Code  of 
1954.  Volume  II  contains  sections  of  amending  acts  having  a  current 
effect  on  the  Social  Security  Act,  provisions  of  the  Act  which  have 
been  repealed,  and  provisions  of  other  laws  relating  to  the  Social 
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Security  Act.  These  volumes  may  be  purchased,  together  or  sepa- 
rately, from  the  Superintendent  of  Documents,  Government  Print- 
ing Office,  Washington,  D.C.,  20402,  at  $1.25  per  volume. 

The  Regulations  relating  to  Federal  retirement,  survivors,  and 
disability  insurance  and  health  insurance  for  the  aged,  and  amend- 
ments to  the  Regulations,  are  published  in  the  Code  of  Federal 
Regulations  under  Title  20,  Chapter  III,  Part  401  et  seq.: 

A.  Part  401  contains  Regulation  No.  1,  Disclosure  of  Official  Rec- 
ords and  Information. 

B.  Part  402,  which  contained  Regulations  No.  2,  has  not  been 
published  in  the  Code  beginning  with  the  1949  edition  since 
Regulations  No.  2  applies  only  to  the  Social  Security  Act  in 
effect  before  1940. 

C.  Part  403,  which  contained  Regulations  No.  3,  has  not  been 
published  in  the  Code  beginning  with  the  1965  edition  since 
Regulations  No.  3  relates  to  the  period  from  1940  to  1950. 
The  extent  to  which  Regulations  No.  3  remains  in  effect  is 
indicated  in  §  404.3  (a)  of  Regulations  No.  4. 

D.  Part  404  contains  Regulations  No.  4,  Federal  Old-Age,  Sur- 
vivors, and  Disability  Insurance   (1950-     ). 

E.  Part  405  is  set  aside  for  Regrulations  No.  5,  Federal  Health 
Insurance  for  the  Aged  (1965-  ),  which  will  implement 
pertinent  provisions  of  title  XVIII  of  the  Social  Security  Act. 

(As  this  edition  of  the  Handbook  went  to  press,  health  in- 
surance regulations  were  being  published  on  a  current  basis 
in  the  Federal  Register  but  were  not  yet  codified.) 

F.  Part  422  contains  Regulations  No.  22,  Statements  of  Proce- 
dure. 

The  Regulations  can  be  purchased  from  the  Superintendent  of 
Documents,  Government  Printing  Office,  Washington,  D.C.,  20402. 
The  cost  of  title  20  of  the  Code  of  Federal  Regulations  (revised  as 
of  January  1,  1966)  is  $1.75  per  copy. 

All  new  regulations  and  amendments  to  regulations  are  pub- 
lished on  a  current  basis  in  the  Federal  Register.  The  daily  issues 
of  the  Federal  Register  usually  cost  15  cents  each. 

Social  Security  Rulings  of  general  interest  are  published  quar- 
terly and  may  be  purchased  from  the  Superintendent  of  Documents 
on  a  yearly  subscription  basis  or  by  the  issue.  The  subscription  price 
is  $1  a  year  (25  cents  additional  for  foreign  mailing).  The  price  per 
quarterly  issue  is  25  cents.  Cumulative  bulletins  containing  all  of 
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the  rulings  issued  during  1960  through  1965  are  also  available.  The 

prices  are: 

Cumulative  Bulletin  1960-61 $0.55 

Cumulative  Bulletin  1962 35 

Cumulative  Bulletin  1963 45 

Cumulative  Bulletin  1964 55 

Cumulative  Bulletin  1965 60 
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Chapter  1 

General 


100.  Scope  of  Social  Security  Act. 

101.  Entitlement  to  retirement,  survivors,  and  disability  insurance  benefits. 

102.  Cash  benefits  payable. 

103.  Hospital  and  medical  insurance  benefits  provided. 

104.  Entitlement  to  hospital   insurance  protection. 

105.  Eligibility  for  medical  insurance  coverage. 

106.  Collection  of  social  security  contributions  for  benefits. 

107.  Appropriations  out  of  general  revenues  for  hospital  benefits. 

108.  Collection  of  monthly  premiums  for  medical  benefits. 

109.  Trust  funds  available  for  benefits. 

110.  Coverage  under  retirement,  survivors,  and  disability  insurance  program. 

111.  Administration  of  social  security  program. 

112.  The  function  of  the  district  office. 

113.  Obtaining  a  social  security  card. 

114.  Checking  individual  earnings  records. 

115.  Application  or  enrollment  for  benefits. 

116.  Responsibility  for  proving  claim. 

117.  Processing  of  claim  by  district  office. 

118.  Duty  to  report  certain  events. 

119.  Information  program  of  district  office. 

120.  Obtaining  informational  materials. 

121.  Referrals  to  other  agencies. 

122.  Payment  center  is  reviewing  office. 

123.  Reconsideration  by  payment  center. 

124.  Events  reportable  by  beneficiary  to  payment  center. 

125.  Claimants  residing  abroad. 

126.  Social  security  benefit  checks. 

127.  Combining  checks  to  husband  and  wife. 

128.  Combining  checks   to  children   in   family  unit. 

129.  Returning  checks  to  social  security  district  office. 

130.  Refunding  incorrect  payments. 

131.  Mailing  of  monthly  benefit  checks. 

132.  Endorsing  benefit  checks. 

133.  Social  security  cash  benefits  unassignable. 

134.  Power  of  attorney— conditions  for  granting  power  of  attorney. 

135.  Determinations  of  disability. 

136.  Responsibility   for  administering  hospital  and  medical  insurance. 

137.  Maintenance  of  earnings  records. 

138.  Recording  earnings  credits. 

139.  Confidentiality  of  social  security  records. 

140.  Furnishing  earnings  information   to  social   security   number  holder  or  his 
representative. 

141.  Furnishing    information    to   other   Federal    agencies    for    investigation    and 
prosecution. 

142.  Furnishing  information  to  Federal  agencies  administering  benefit  programs. 

143.  Furnishing  information  to  State  agencies  and  the  courts. 

144.  Furnishing  information  needed  for  performance  of  duties  of  employees  of 
DHEW,  cooperating  administrative  agents  of  DHEW,  or  State  agencies. 

145.  Furnishing  information  relating  to  State  and  local  coverage. 
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146.  Information  obtainable  by  an  employer. 

147.  Information  obtainable  for  private  welfare  or  retirement  plans. 

148.  Medical  conditions  required  by  law  to  be  reported. 

149.  Information   obtainable   about  a   deceased,   insane,   amnesic   or   unconscious 
person. 

150.  Information   available   after  an    individual's  death. 

151.  Investigative  responsibilities  in  administering  the  social  security  program. 

152.  Fraud   in  connection   with  benefit  claims  and  earnings  records. 

153.  Other  fraudulent  offenses  affecting  the  social  security  program. 

154.  Nonpayment  of  benefits  no  bar  to  fraud  prosecution. 

155.  Penalties  upon  conviction   for  violating  penal  provision  of  Social  Security 
Act. 

100.  The  social  security  act  covers  a  number  of  programs  which 
have  the  basic  objectives  of  keeping  individuals  and  families  from 
becoming  destitute  due  to  loss  of  earnings,  protecting  older  persons 
against  the  expenses  of  costly  illnesses  that  would  otherwise  exhaust 
their  savings,  keeping  families  together,  and  giving  children  the  op- 
portunity to  grow  up  in  health  and  security.  These  programs  are: 

A.  Retirement  insurance. 

B.  Survivors  insurance. 

C.  Disability  insurance. 

D.  Hospital  and  supplementary  medical  insurance  for  the  aged. 

E.  Unemployment  insurance. 

F.  Public  Assistance  and  Welfare  Services 

1.  Old-age  assistance. 

2.  Aid  to  the  blind. 

3.  Aid  to  needy  families  with  children. 

4.  Aid  to  the  permanently  and  totally  disabled. 

5.  Medical  assistance. 

6.  Maternal  and  child-health  services. 

7.  Services  for  crippled  children. 

8.  Child  welfare  services. 

Though  the  Social  Security  Act  is  a  Federal  law,  the  Federal  Gov- 
ernment operates  only  the  first  four  of  the  above  programs— the  re- 
tirement, the  survdvors,  the  disability,  and  the  hospital  and  supple- 
mentary medical  insurance  programs.  It  is  with  these  four  social 
security  programs  that  this  handbook  is  primarily  concerned.  The 
other  programs,  operated  by  the  States  with  Federal  cooperation, 
are  discussed  briefly  in  chapter  25, 

101.  Retirement,  survivors,  and  disability  insurance  benefits 
ARE  PAID  under  a  social  insurance  program  administered  by  the  So- 
cial Security  Administration,  a  Federal  agency.  The  payments  made 
under  this  program  are  commonly  known  as  "social  security  bene- 
fits." Since  they  are  paid  by  check  to  the  beneficiary  himself  (except 
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if  he  is  incapable  of  managing  his  own  benefits),  this  Handbook 
refers  to  them  as  "cash  benefits"  to  distinguish  them  from  health  in- 
surance benefits.  Health  insurance  benefits  (§  103)  are  generally 
paid  on  a  beneficiary's  behalf  to  the  person  or  organization  that  fur- 
nished him  with  health  care  services. 

102.    Monthly  social  sECLRrrv  cash  benefits  can  be  paid  to: 

A.  A  disabled  insured  ^vorker. 

B.  A  retired  insured  worker  at  age  62  or  over. 

C.  The  wife  (including  a  divorced  ^vife  in  some  cases)  of  a  re- 
tired or  disabled  worker  entitled  to  benefits  if  she  is: 

1.  Age  62  or  over;  or 

2.  Caring  for  the  worker's  child  "vvho  is  under  age  18  or  dis- 
abled and  entitled  to  social  security  benefits. 

D.  The  dependent  husband  of  a  retired  or  disabled  woman  en- 
titled to  benefits  if  he  is  age  62  or  over. 

E.  The  dependent,  unmarried  child  of  a  retired  or  disabled 
worker  entitled  to  benefits,  or  of  a  deceased  insured  worker 
if  the  child  is: 

1.  Under  age  18;  or 

2.  Age  18  or  over  but  under  a  disability  which  began  before 
age  18. 

3.  Age  18  or  over  but  under  age  22  and  attending  school 
full  time. 

F.  The  widow  (including  a  surviving  divorced  wife  in  some 
cases)  of  a  deceased  insured  worker  if  the  widow  is  age  60  or 
over. 

G.  The  widow  (including  a  surviving  divorced  wife  in  some 
cases)  of  a  deceased  insured  worker,  regardless  of  her  age,  if 
she  is  caring  for  a  child  of  the  deceased  under  age  18  or  dis- 
abled who  is  entitled  to  benefits. 

H.    The  dependent  widower  of  a  deceased  insured  worker  at  age 

62  or  over, 
I.     The  dependent  parents  of  a  deceased  insured  worker  at  age 

62  or  over. 

A  lump-sum  death  payment  can  also  be  paid  to  a  widow  or  wid- 
ower who  was  living  in  the  same  household  with  the  insured  worker 
at  the  time  of  the  worker's  death.  If  there  is  no  such  eligible  w4dow 
or  widower,  the  lump  sum  may  then  go  to^vard  payment  of  the 
worker's  burial  expenses. 

A  special  monthly  cash  payment  can  be  made  to  certain  uninsured 
persons  who  are  age  72  or  over. 


103.  Hospital  insurance  and  supplementary  medical  insurance 
BENEFITS  FOR  THE  AGED  ARE  PROVIDED  under  programs  administered 
by  the  Social  Security  Administration,  a  Federal  agency.  These  pro- 
grams are  commonly  known  as  "Medicare."  Payments  may  be  made 
under  these  programs  for  services  furnished  after  June  30,  1966, 
except  that  payments  may  be  made  for  post-hospital  extended  care 
services  only  if  furnished  after  December  31,  1966. 

104.  Hospital  insurance  protection  is  provided  to: 

A.  A  person  age  65  or  over  who  is  entitled  to  a  social  security 
monthly  cash  benefit  (see  §  102  above),  even  though  he  is 
not,  for  some  reason,  receiving  it; 

B.  A  person  age  65  or  over  who  is  a  "qualified  railroad  retire- 
ment beneficiary"   (see  §  2103  for  definition  of  this  term); 

C.  A  person  age  65  or  over  who  does  not  meet  (A)  or  (B)  but 
is  a  resident  of  the  United  States,  and  is  either  a  citizen  of 
the  U.S.  or  an  alien  who  has  been  lawfully  admitted  to  this 
country  for  permanent  residence.  The  alien  must  have  re- 
sided in  the  United  States  continuously  for  at  least  5  years 
immediately  before  his  application  for  hospital  insurance  pro- 
tection is  filed.  (But  see  §  2109  for  exceptions.) 

105.  Supplementary  medical  insurance  coverage  can  be  pro- 
vided upon  enrollment  to: 

A.  A  person  age  65  or  over  who  is  entitled  to  hospital  insurance 
protection;  or 

B.  A  person  age  65  or  over  who  is  a  resident  of  the  U.S.  and  is 
either 

1.  A  citizen  of  the  U.S.;  or 

2.  An  alien  who  has  been  lawfully  admitted  to  the  U.S.  for 
permanent  residence  and  has  resided  here  continuously 
during  the  5  years  immediately  preceding  the  month  in 
which  he  applies  for  enrollment. 

106.  To  PAY  FOR  retirement,  survivors,  and  disability  insurance 

monthly  cash  benefits  as  well  as  FOR  HOSPITAL  INSURANCE  BENE- 
FITS for  persons  age  65  and  over  who  are  social  security  or  qualified 
railroad  retirement  beneficiaries,  tax  contributions  are  collected 
from  employees,  employers,  and  the  self-employed  who  are  working 
in  jobs  and  businesses  covered  by  social  security. 

107.  To    PAY   FOR    HOSPITAL    INSURANCE    BENEFITS    for    pcrSOnS   who 

cannot  qualify  as  either  social  security  or  railroad  retirement  bene- 
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ficiaries  but  who  have  attained  age  65,  the  law  authorizes  appropria- 
tions from  the  general  revenues  of  the  United  States. 

108.  To  PAY  FOR  SUPPLEMENTARY  MEDICAL  INSURANCE  BENEFITS,  the 

law  provides  for  the  collection  of  monthly  premiums  from  persons 
65  and  over  enrolled  under  this  program,  matched  by  equal  amounts 
appropriated  out  of  the  general  revenues  of  the  United  States. 

109.  Amounts  equivalent  to  the  social  security  taxes  are  de- 
posited in  three  separate  trust  funds: 

A.  The  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund; 

B.  The  Federal  Disability  Insurance  Trust  Fund;  and 

C.  The  Federal  Hospital  Insurance  Trust  Fund. 

The  Federal  Hospital  Insurance  Trust  Fund  also  holds  the 
amounts  appropriated  from  general  revenues  on  account  of  "un- 
insured" persons  age  65  and  over. 

A  fourth  fund,  the  Federal  Supplementary  Medical  Insurance 
Trust  Fund,  holds  the  amounts  collected  as  premiums  for  medical 
insurance  coverage  as  well  as  the  amounts  appropriated  from  gen- 
eral revenues  to  cover  the  Government's  matching  share  of  the 
premiums. 

The  funds  are  held  by  a  Board  of  Trustees  which,  by  law,  is 
composed  of  the  Secretary  of  the  Treasury,  the  Secretary  of  Labor, 
and  the  Secretary  of  Health,  Education,  and  Welfare.  The  Commis- 
sioner of  Social  Security  serves  as  Secretary  of  the  Board  of  Trustees. 
The  deposits  in  the  four  trust  funds  are  used  only  for  the  retirement, 
survivors,  disability,  and  hospital  and  medical  insurance  programs. 
Funds  that  are  not  needed  for  current  benefits  and  administrative 
expenses  (except  for  a  contingency  reserve  authorized  to  be  ap- 
propriated to  the  Federal  Supplementary  Medical  Insurance  Trust 
Fund)  are  invested  in  interest-bearing  Federal  securities. 

110.  Nine  out  of  10  workers  in  the  u.s.  are  in  employment 
OR  self-employment  covered  by  the  retirement,  survivors,  and  the 
disability  insurance  programs.  The  major  groups  not  covered  are: 

A.  Federal  civilian  employees  covered  under  another  U.S.  re- 
tirement system. 

B.  Employees  of  State  and  local  governments  who  have  not  been 
covered  by  a  Federal-State  agreement. 

C.  Christian  Science  practitioners,  members  of  religious  orders, 
and  ministers  performing  services  in  the  exercise  of  their 
ministry  who  have  not  elected  to  be  covered. 
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D.  Certain  agricultural  and  domestic  workers. 

E.  Employees  of  certain  nonprofit  organizations  that  have  not 
arranged  for  social  security  coverage  for  their  employees. 

111.  The  social  security  administration  administers  the  social 
security  programs  through: 

A.  A  Bureau  of  District  Office  Operations  which  supervises  more 
than  600  district  offices  located  in  the  principal  cities  and 
towns  of  the  50  States  and  Puerto  Rico. 

B.  A  Bureau  of  Retirement  and  Survivors  Insurance  which 
supervises  six  payment  centers  located  in  Birmingham,  Ala.; 
Chicago,  111.;  Kansas  City,  Mo.;  New  York,  N.Y.;  Philadel- 
phia, Pa.;  and  San  Francisco,  Calif.;  and  a  division  located  in 
Baltimore,  Md.,  which  services  claims  of  beneficiaries  living 
abroad. 

C.  A  Bureau  of  Disability  Insurance  located  in  Baltimore,  Md., 
which  ^vorks  with  agencies  of  the  States  under  contract  to 
make  determinations  of  disability. 

D.  A  Bureau  of  Health  Insurance  located  in  Baltimore,  Md., 
which  works  with  agencies  of  the  States  and  private  organiza- 
tions under  contract  to  participate  in  the  health  insurance 
programs. 

E.  A  Bureau  of  Data  Processing  and  Accounts,  located  in  Balti- 
more, Md.,  which  has  responsibility  for  earnings  recordkeep- 
ing and  data  processing. 

F.  A  Bureau  of  Hearings  and  Appeals  which  has  general  super- 
vision over  the  holding  of  hearings  and  the  rendition  and  re- 
view of  decisions  on  social  security  determinations  which  a 
claimant  has  appealed.  Hearings  are  held  and  decisions  made 
in  appealed  cases  by  hearing  examiners  located  in  major 
cities  throughout  the  continental  United  States  and  Puerto 
Rico.  These  decisions  may  be  reviewed  by  an  Appeals  Council 
located  in  Washington,  D.C. 

112.  The  social  security  district  office  is  the  place  Avhere  a 
person  can  get  a  social  security  number,  check  on  his  earnings  record, 
apply  for  cash  benefits  and  hospital  insurance  protection,  enroll 
for  supplementary  medical  insurance,  and  get  full  information  about 
his  and  his  family's  rights  to  benefits  and  their  obligations  under  the 
social  security  law.  There  is  no  charge  for  the  services  of  the  district 
office  staff. 

Regular  visits  to  outlying  areas  are  made  by  the  district  office  staff 
to  serve  people  who  live  at  a  distance  from  the  city  or  to'wn  in  which 
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the  district  office  is  located.  The  visits  are  made  to  locations  called 
contact  stations.  A  schedule  of  these  visits  may  be  obtained  from  each 
district  office. 

If  necessary,  a  district  office  representative  will  make  a  personal 
visit  to  the  home  of  anyone  who  is  unable  to  visit  the  office  because 
of  illness  or  infirmity. 

For  the  address  of  the  nearest  social  security  district  office  ask  at 
the  local  post  office  or  look  in  the  telephone  directory  under: 

Social  Security  Administration- 
District  Office 

113.  To  GET  A  SOCIAL  SECURITY  NUMBER,  3.  pcrson  should  apply  at 
the  nearest  district  office  for  Form  SS-5  (Application  for  Social 
Security  Number).  He  must  give  complete  and  correct  personal 
information,  as  requested  on  the  form,  to  make  sure  that  his  earnings 
will  be  credited  to  his  social  security  record.  The  application  form  is 
processed  and  within  a  week  or  10  days  a  social  security  number 
card  is  issued. 

A  social  security  number  is  also  needed  by  persons  who  have 
income  which  is  reported  to  the  Internal  Revenue  Service.  The  In- 
ternal Revenue  Service  uses  this  social  security  number,  which  is 
issued  to  persons  even  though  they  are  not  covered  by  the  social 
security  program,  as  a  taxpayer  identification  number  for  processing 
tax  returns.  Questions  about  use  of  the  tax  identification  numbers 
should  be  taken  up  with  the  nearest  district  director  of  internal 
revenue. 

As  soon  as  the  person  receives  his  social  security  number  card,  he 
should  detach  the  stub  (which  also  shows  the  social  security  number) 
and  put  it  in  a  safe  place  so  that  he  and  his  family  will  always  have  a 
record  of  his  number. 

//  a  person  loses  his  social  security  number  card,  he  can  apply  for 
a  duplicate  card  by  filling  out  another  Form  SS-5  giving  the  same 
identifying  information  he  supplied  when  he  first  applied  for  a 
social  security  number.  The  new  card  will  have  the  same  number 
as  the  one  that  was  issued  to  him  before.  It  will  save  time  in  obtain- 
ing a  replacement  of  the  lost  card  if  he  brings  the  stub  of  the  old 
card  when  he  requests  the  duplicate  card. 

//  a  person  wishes  to  correct  the  identifying  information  that  he 
gave  on  his  original  application  for  an  account  number,  the  district 
office  will  furnish  him  with  Form  OAAN-7003,  Request  for  Change 
in  Your  Social  Security  Records,  to  fill  out.  A  change  in  name  (for 
example,  when  a  woman  marries)  should  always  be  reported. 
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Forms  SS-5  and  OAAN-7003  can  be  obtained  from  any  social 
security  district  office.  These  forms  are  also  available  at  most  post 
offices.  Forms  SS-5  and  OAAN-7003  are  also  furnished  upon  request 
to  employers,  unions,  insurance  companies,  and  other  organizations 
which  help  people  with  social  security  matters. 

114.  A  PERSON  CAN  CHECK  ON  HIS  SOCIAL  SECURITY  EARNINGS  RECORD 

by  using  Form  OAR-7004  (Request  for  Statement  of  Earnings).  He 
can  get  this  form  at  any  district  office.  The  form  must  be  completed 
and  mailed  to  the  Social  Security  Administration,  Post  Office  Box  57, 
Baltimore,  Md.,  21203.  A  statement  of  the  total  wages  and  self-em- 
ployment income  credited  to  his  account  will  be  mailed  to  him.  If  he 
finds  that  all  of  his  earnings  have  not  been  credited,  he  can  ask  the 
district  office  how  to  go  about  correcting  the  records.  (See  chapter  14 
for  an  explanation  of  this  procedure.) 

115.  Claims  for  cash  benefits,  applications  for  hospital  insurance 
protection,  and  requests  for  enrollment  under  medical  insurance, 
should  be  filed  with  the  social  security  district  office  serving  the  area 
in  which  the  individual  lives.  There,  he  will  be  given  the  proper 
application  and  enrollment  forms,  and  will  be  helped  in  filling 
them  out. 

Although  a  claim  or  a  request  for  enrollment  may  be  filed  by  mail, 
the  district  office  tries  to  have  at  least  one  personal  intervdew  with  the 
claimant  to  be  sure  that  he  understands  his  rights  and  obligations 
under  the  social  security  program. 

Claims  from  persons  residing  in  Mexico  and  Canada  should  be 
filed  with  the  border  district  office  located  nearest  them.  Claims  from 
persons  residing  in  the  Philippines  should  be  filed  with  the  Vet- 
erans' Administration  Regional  Office  in  Manila.  Persons  residing 
in  all  other  foreign  countries  should  file  their  claims  with  the  Social 
Security  Administration,  Post  Office  Box  1756,  Baltimore,  Md., 
21203. 

116.  Every  person  is  responsible  for  submitting  the  necessary 
evidence  to  support  his  claim.  Ho-\vever,  the  district  office  will 
assist  by  explaining  what  evidence  is  required  to  establish  the  claim 
and  how  to  go  about  getting  it.  The  district  office  will  also  assist  the 
claimant  in  special  cases,  by  preparing  a  letter  for  him  requesting 
evidence  from  certain  sources. 

117.  The  district  office  makes  a  preliminary  decision  based  on 
all  the  evidence  submitted  as  to  whether  the  claim,  other  than  a 
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claim  involving  a  disability  determination,  has  been  established  and 
then  forwards  the  entire  file  to  the  appropriate  payment  center  for 
review  and  final  decision. 

If  a  disability  determination  is  involved,  the  district  office  for- 
wards the  entire  file  in  accordance  with  the  procedures  set  out  in 
§  135. 

118.  The  district  office  tells  the  claimant  of  his  duty  to  re- 
port to  the  Social  Security  Administration  when  any  of  the  events 
occur  which  may  affect  the  payment  of  benefits.  (See  chapter  18.)  If 
the  claimant  is  dissatisfied  with  any  action  taken  affecting  his  right 
to  monthly  cash  benefits,  or  his  entitlement  to  hospital  or  supple- 
mentary medical  insurance  protection,  the  district  office  will  explain 
to  him  how  he  may  request  further  consideration  of  the  matter.  It 
will  assist  him  in  asking  for  reconsideration  of  his  case  or  a  hearing 
by  a  hearing  examiner,  or  review  by  the  Appeals  Council. 

119.  The  district  office  carries  on  an  information  program 
TO  keep  the  public  informed  of  its  rights  and  obligations  under 
the  social  security  law.  It  keeps  on  hand  supplies  of  booklets,  pam- 
phlets, leaflets,  exhibit  posters,  and  motion  picture  films.  The  dis- 
trict office  staff: 

A.  Makes  speeches  before  civic,  labor,  medical,  farm,  manage- 
ment, school,  and  other  groups  and  organizations  interested 
in  the  social  security  program; 

B.  Prepares  articles  about  social  security  for  local  new^spapers 
and  magazines; 

C.  Develops  special  exhibits  illustrating  features  of  the  social 
security  program; 

D.  Prepares  and  presents  radio  and  television  programs  about 
social  security. 

120.  Arrangements  may  be  made  at  the  local  district  office 
to  obtain  any  of  the  informational  materials  listed  above;  to  have 
a  film  shown;  to  have  an  exhibit  set  up;  or  to  have  one  of  the  district 
office  staff  speak  before  a  group  or  organization.  Generally,  there  is 
no  charge  for  the  informational  materials. 

121.  Referrals  to  other  governmental  or  community  agencies 
providing  health,  education,  or  welfare  services  not  available  under 
the  social  security  program  are  made  by  the  district  office.  For  this 
purpose,  it  keeps  a  list  of  the  agencies   (both  public  and  private)  in 
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the  community  and  the  types  of  services  provided  by  each  so  that 
the  inquirer  may  be  immediately  referred  to  the  agency  providing 
the  needed  services. 

The  district  office  also  takes  part  in  community  programs  and 
activities  in  the  field  of  the  aging,  child  welfare,  and  economic 
opportunity. 

122.  The  payment  center  acts  as  reviewing  office  and  makes 
THE  FORMAL  DETERMINATION  as  to  entitlement  on  most  claims  for 
benefits.  (See  §  135  regarding  disability  benefits;  §§  2264  and  2426 
regarding  payment  of  hospital  and  medical  insurance  benefits;  and 
§  125  regarding  claims  from  beneficiaries  residing  abroad.)  At  the 
payment  center,  a  permanent  claims  folder  is  set  up  for  the  material, 
and  it  is  reviewed  to  see  that  the  necessary  applications  and  forms 
have  been  properly  completed;  that  all  the  evidence  needed  for  the 
claim  has  been  obtained;  that  all  the  requirements  set  by  law  have 
been  met;  and  that  all  benefit  amounts  have  been  figured  correctly. 
If  the  claimant  is  found  to  be  entitled  to  cash  benefits,  the  claim  is 
approved  and  the  U.S.  Treasury  is  notified  that  payment  should  be 
made.  If  he  is  found  entitled  to  hospital  and/or  medical  insurance 
protection,  he  will  be  advised  accordingly  and  will  receive  his  health 
insurance  identification  card.  If  he  is  not  entitled  to  monthly 
cash  benefits  or  to  hospital  or  medical  insurance  protection,  the 
claim  is  disallowed. 

The  payment  center  then  prepares  and  mails  out  the  notice  of 
award  or  disallowance  to  the  claimant.  This  notice  shows  the  type 
and  amount  of  benefit  awarded  or  explains  why  the  claim  was  not 
approved. 

123.  If  a  PERSON  is  not  satisfied  with  THE  DECISION  made  on  his 
claim  or  if  he  wants  further  explanation  regarding  the  action  taken, 
he  should  contact  his  local  district  office  for  advice  or  appropriate 
referral.  In  most  cases,  when  there  is  a  request  for  reconsideration, 
the  claims  file  is  sent  to  a  special  group  in  the  payment  center.  There 
the  case  is  reviewed  and  any  necessary  corrective  action  taken.  (See 
chapter  20  for  details  about  appeals.) 

124.  The  payment  center  should  be  notified  of  any  event 
affecting  the  beneficiary's  eligibility  for  payment.  The  beneficiary 
may  notify  the  payment  center  directly  of  such  an  event,  or  he  can 
notify  the  district  office  which  will  forward  the  information  to  the 
payment  center.  The  notice  must  show  the  beneficiary's  social  se- 
curity claim  number  (the  worker's  social  security  number  plus  the 
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claim  symbol  on  the  award  certificate).  Some  of  the  events  that 
should  be  refX)rted  immediately  are: 

A.  The  fact  that  the  beneficiary  is  working  and  has  or  expects  to 
have  earnings  in  excess  of  the  amount  exempted  under  the 
annual  earnings  test  explained  in  chapter  18. 

B.  The  marriage  of  a  person  who  is  entitled  to  child's,  widow's, 
widower's,  mother's,  or  parent's  benefits;  or  to  wife's  benefits 
as  a  divorced  wife. 

C.  The  fact  that  a  woman  under  age  62  entitled  to  wife's  or 
mother's  benefits  no  longer  has  in  her  care  a  child  under  age 
18  or  disabled  entitled  to  benefits. 

D.  The  fact  that  a  person  entitled  to  benefits  because  he  is  dis- 
abled has  returned  to  work,  or  that  his  condition  has  im- 
proved so  that  he  is  able  to  work. 

E.  The  fact  that  a  child  beneficiary  age  18  and  over  and  not  dis- 
abled is  no  longer  attending  school  full  time. 

F.  The  death  of  a  beneficiary. 

The  payment  center  will  stop  benefit  payments  (or  start  them 
again),  as  is  necessitated  by  information  coming  to  its  attention, 
and  will  notify  the  beneficiary  of  the  action. 

125.  Cases  of  claimants  residing  abroad  are  handled  in  a  divi- 
sion of  the  Bureau  of  Retirement  and  Survivors  Insurance.  This  di- 
vision takes  and  develops  social  security  claims  from  persons  resid- 
ing abroad  except  those  in  Canada,  Mexico,  and  the  Philippine 
Islands.  It  reviews  and  determines  entitlement  in  cases  of  all  bene- 
ficiaries residing  abroad.  Requests  for  reconsideration  are  also  acted 
upon  by  this  division. 

These  beneficiaries  should  report  the  events  described  in  §  124 
above  to  the  Social  Security  Administration,  Post  Office  Box  1756, 
Baltimore,  Md.,  21203. 

126.  Social  security  benefit  checks  are  mailed  by  the  Treasury 
Department— not  by  the  payment  centers.  However,  if  anyone  has 
a  question  about  his  checks  he  should  get  in  touch  with  the  district 
office  servicing  his  claim  or  write  to  the  payment  center  shown  on 
his  award  letter. 

127.  Monthly  benefit  payments  to  a  husband  and  wife  who 
are  entitled  to  benefits  on  the  same  social  security  record  and  are 
living  at  the  same  address  are  usually  combined  in  one  check 
made  out  to  them  jointly.  However,  individual  checks  will  be  sent 
to  a  husband  and  wife  if  either  prefers  to  have  a  separate  check. 
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The  joint  check  is  issued  for  the  convenience  of  the  beneficiaries 
and  also  to  save  money  in  the  administration  of  the  social  security 
program.  If  either  husband  or  wife  dies,  it  may  be  possible  for  the 
surviving  spouse  to  negotiate  rather  than  return  the  joint  check  for 
the  month  of  death  or  for  the  month  immediately  prior.  Where  such 
check  is  negotiated,  any  amount  to  which  the  surviving  spouse  is 
not  entitled  will  be  withheld  from  subsequent  checks  (see  §  130 
below).  The  district  office  must  be  consulted  for  information  about 
the  proper  endorsement  and  negotiation  of  such  checks. 

128.  Benefit  payments  to  children  in  one  family  unit  are 
usually  combined  in  one  check.  Where  the  children  customarily 
reside  in  different  households,  separate  checks  will  be  issued  to 
each  family  group. 

129.  A  check  sent  to  a  beneficiary  who  is  not  entitled  to  the 
payment  should  be  returned  to  the  Regional  Disbursing  Office, 
Treasury  Department,  located  in  the  city  shown  on  the  face  of  the 
check.  If  the  holder  of  the  check  prefers,  he  may  return  the  check  to 
the  local  social  security  district  office.  The  district  office  will  give 
him  a  receipt  for  the  check  and  will  return  the  check  to  the  Treasury 
Department.  When  returning  a  check,  the  holder  should  give  the 
reason  why  it  is  being  returned. 

130.  If  a  beneficiary  cashes  a  check  to  which  he  is  not  en- 
titled, a  refund  is  ordinarily  required.  Often  the  payment  center 
will  withhold  certification  of  a  subsequent  check  from  the  benefici- 
ary to  make  up  for  the  overpayment.  However,  if  this  is  not  done  the 
beneficiary  must  refund  the  money  himself.  The  beneficiary  should 
contact  the  district  office  to  find  out  if  he  must  make  a  refund  and, 
if  so,  make  the  refund  to  the  district  office  or  payment  center  that 
handled  the  claim.  Refunds  may  be  made  by  check,  money  order, 
or  other  draft  payable  to  the  Social  Security  Administration.  The  re- 
fund should  show  the  beneficiary's  social  security  claim  number  so 
that  it  can  be  associated  with  the  proper  claim  file. 

131.  Monthly  benefit  checks  are  usually  mailed  for  receipt 
on  the  third  day  of  the  month  following  the  month  for  which  the 
payment  is  due  (checks  for  January  are  received  on  February  3d, 
etc.).  However,  delivery  date  may  be  later  in  some  parts  of  the 
country. 

If  the  person  lives  outside  the  United  States,  the  check  is  sent  to 
his  address  in  the  foreign  country  in  which  he  resides.  Checks  are 
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mailed  from  the  U.S.  Treasury  Department  or  from  a  U.S.  diplo- 
matic or  consular  office  in  that  country.  In  a  few  countries  special 
arrangements  are  made  for  check  delivery.  Because  of  the  distance 
and  additional  handling  involved,  checks  to  beneficiaries  overseas 
are  generally  delivered  somewhat  later  than  in  the  United  States. 

If  a  check  is  not  received  within  4  days  after  it  is  usually  received, 
or  if  the  check  has  been  stolen  or  forged,  the  local  social  security 
district  office  should  be  notified  promptly.  Give  the  district  office 
the  social  security  number  on  which  the  benefit  is  being  paid,  the 
period  of  payment  covered  by  the  missing  check  (or  checks),  and  the 
name  and  address  which  should  be  shown  on  the  check. 

A  change  of  address  should  be  reported  promptly,  in  writing  over 
the  payee's  signature,  to  avoid  having  the  check  mailed  to  the  wrong 
address.  The  social  security  number  and  the  person's  old  address 
should  also  be  shown.  In  addition,  the  post  office  should  be  notified 
of  the  change  of  address  to  ensure  prompt  delivery  of  the  check. 

132.  If  a  person  cannot  sign  his  name  he  can  endorse  his  checks 
BY  MARK.  The  signature  by  mark  must  be  witnessed  by  two  people 
who  can  write  and  each  must  sign  his  name  on  the  check  and  show 
his  complete  address  after  his  signature. 

133.  Future  social  security  benefits  cannot  be  assigned.  Also, 
social  security  benefits  are  not  subject  to  levy,  garnishment,  or  at- 
tachment, except  in  very  restricted  circumstances,  such  as  the  col- 
lection of  delinquent  Federal  taxes. 

134.  A  power  of  attorney  may  be  granted  to  an  agent  by  a  bene- 
ficiary receiving  benefits  on  his  own  behalf,  or  by  his  legal  repre- 
sentative, for  the  purpose  of  collecting  and  depositing  checks  for 
monthly  benefits.  In  some  circumstances  also,  a  representative 
payee—  such  as  a  father,  mother  or  guardian-in-fact— who  is  receiving 
benefits  on  behalf  of  a  minor  or  incompetent  beneficiary,  may  exe- 
cute an  effective  grant  of  a  power  of  attorney. 

For  example,  if  he  travels  extensively  and  has  the  beneficiary  with 
him,  he  will  be  permitted  to  execute  a  power  of  attorney  for  the  pur- 
pose of  having  the  checks  deposited,  so  that  they  may  be  available 
for  the  use  of  the  beneficiary. 

The  following  conditions  must  all  exist  for  a  po^ver  of  attorney  to 
be  granted: 

A.  There  is  a  real  necessity  for  it;  and 

B.  No  assignment  is  contemplated;  and 

C.  The  agent  is  a  banking  institution  or  trust  company. 
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The  only  way  a  power  of  attorney  can  be  created  over  social  se- 
curity benefit  checks  is  by  completion  of  Standard  Form  233,  (or 
Treasury  Form  6711)  "Power  of  Attorney  by  Individual  to  a  Bank 
for  the  Collection  of  Checks  Drawn  on  the  Treasurer  of  the  United 
States."  The  period  of  authorization  of  the  power  of  attorney  must 
be  specified  and  cannot  be  for  more  than  12  months.  Inquiries  about 
the  use  of  these  forms  should  be  made  at  the  district  office. 

135.  Determinations  of  disability  are  made  by  state  agencies 
(usually  the  State  vocational  rehabilitation  agencies)  under  agree- 
ments between  the  States  and  the  Secretary  of  Health,  Education, 
and  Welfare.  The  Bureau  of  Disability  Insurance  of  the  Social  Se- 
curity Administration  makes  disability  determinations  for  persons 
living  outside  the  U.S.  and  for  a  few  other  applicants  whose  cases 
are  specifically  excluded  from  the  Federal-State  agreements. 

After  the  claimant  has  filed  his  application  and  supporting  evi- 
dence in  a  social  security  district  office,  the  case  is  transferred  to  a 
cooperating  State  agency.  Such  furtlier  field  investigations  and  medi- 
cal examinations  as  may  be  necessary  are  carried  forward  at  the 
initiative  of  the  State  agency  evaluation  team,  composed  of  a  phy- 
sician and  a  vocational  specialist,  and  that  team  is  responsible  for 
making  the  disability  determinations. 

The  determinations  of  State  agencies  are  reviewed  by  the  Bureau 
of  Disability  Insurance  to  assure  consistency  of  understanding  of  the 
disability  requirements  and  conformity  with  national  policies  and 
a  determination  is  made  regarding  such  nondisability  aspects  of  the 
claim  as  age,  insured  status,  and  dependency.  If  the  Bureau  deter- 
mines that  the  claim  should  be  allowed,  benefits  are  certified  for 
payment. 

If  a  person  is  not  satisfied  with  the  decision  in  his  claim,  he  may 
request  a  reconsideration,  which,  on  the  disability  aspects  of  the 
claim,  is  made  by  the  State  agency  in  which  the  original  determina- 
tion was  made,  and  is  reviewed  by  a  special  group  in  the  Bureau 
of  Disability  Insurance. 

The  Bureau  of  Disability  Insurance  may  not  reverse  a  State  find- 
ing that  no  disability  exists;  it  may,  however,  reverse  an  allowance 
of  disability.  In  an  appealed  case,  the  hearing  examiner  or  the 
Appeals  Council  of  the  Social  Security  Administration  may  reverse 
a  State  agency  determination  of  no  disability. 

Persons  applying  for  a  determination  of  disability  are  referred  to 
State  vocational  rehabilitation  agencies  for  services  so  that  a  maxi- 
mum number,  who  have  the  potential  to  be  restored  to  productive 
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work,  may  be  rehabilitated.  Vocational  rehabilitation  services  to 
selected  disability  beneficiaries  will  be  financed  from  social  security 
trust  funds  in  a  given  year  up  to  a  maximum  of  1  percent  of  dis- 
ability benefits  paid  in  the  previous  year.  Selection  of  disability 
beneficiaries  to  receive  such  services  will  be  made  on  the  basis  that 
savings  in  benefit  payments  and  increased  contributions  to  the  trust 
funds  from  the  earnings  of  rehabilitated  beneficiaries  will  equal  or 
exceed  the  amounts  paid  from  the  trust  funds  for  rehabilitation 
costs. 

136.  The  bureau  of  health  insurance  is  responsible  for  ad- 
ministering the  hospital  and  supplementary  medical  insurance 
benefits  program,  with  the  assistance  of  the  Public  Health  Service 
of  the  Department  of  Health,  Education,  and  Welfare  and  various 
State  agencies  and  private  organizations  acting  under  agreements 
with  the  Secretary  of  Health,  Education,  and  Welfare.  The  Bureau 
sets  the  standards  which  hospitals,  extended  care  facilities  and  home 
health  agencies  have  to  meet  in  order  to  be  certified  as  qualified 
providers  of  services  under  this  program.  The  Bureau  also  sets  the 
standards  to  be  used  by  intermediaries  in  determining  the  reason- 
ableness of  costs  or  charges  for  health  care  services  furnished  to 
individuals  having  hospital  and  supplementary  medical  insurance 
protection.  However,  actual  determinations  on  the  amount  of  hos- 
pital or  medical  benefits  payable  are  made  by  the  intermediaries. 

As  in  the  case  of  reconsiderations  requested  in  retirement  and  sur- 
vivor claims,  determinations  of  entitlement  to  hospital  insurance 
protection  and  medical  insurance  coverage  are  reconsidered  by  a 
special  group  in  the  payment  center.  Complaints  of  beneficiaries 
regarding  the  amount  of  benefits  paid  under  the  supplementary 
medical  plan  are  reviewed  by  the  organization,  participating  as  an 
intermediary  under  agreement  with  the  Secretary,  which  made  the 
decision.  (See  §  2426  for  further  details.)  Beneficiaries  dissatisfied 
with  determinations  on  the  amount  of  hospital  insurance  benefits 
paid  may  have  hearing  and  appeal  rights,  depending  on  the  amount 
involved    (see  §  2202). 

137.  The  bureau  of  data  processing  and  accounts  of  the  Social 
Security  Administration  in  Balimore,  Md.,  maintains  records  for 
each  person  with  covered  earnings  who  is  assigned  a  social  security 
number.  These  earnings  records  are  kept  so  that  when  it  is  time 
to  decide  on  a  person's  eligibility  for  benefits  and  on  his  benefit 
amount,  his  earnings  history  is  available.  Currently,  social  security 
earnings  records  are  maintained  for  about  139  million  people. 
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138.  Reports  of  the  earnings  of  employees  and  self-employed  per- 
sons are  sent  to  the  Social  Security  Administration  (Bureau  of  Data 
Processing  and  Accounts)  by  the  Internal  Revenue  Service,  with  the 
exception  of  some  reports  sent  directly  to  the  Administration  by 
employers,  under  agreement  with  IRS.  Earnings  of  State  and  local 
government  employees  must  be  reported  by  the  States  directly  to  the 
Bureau  of  Data  Processing  and  Accounts,  under  the  provisions  of 
the  Social  Security  Act. 

These  amounts  are  then  credited  to  each  person's  record.  If  there 
is  any  error  in  a  report,  or  if  someone's  social  security  number  or 
name  is  reported  incorrectly,  the  Bureau  investigates  so  that  it  can 
credit  the  amount  properly.  It  also  makes  decisions  as  to  whether 
a  person's  reported  earnings  are  covered  by  social  security. 

This  Bureau  may  write  directly  to  an  employer,  an  employee,  or  a 
self-employed  person  to  obtain  information  needed  to  clarify  any 
earnings  report.  If  necessary,  it  may  ask  the  district  office  to  get  in 
touch  with  the  person  involved  to  resolve  any  problem  or  obtain 
information  needed  for  determining  whether  the  work  is  covered 
by  social  security. 

139.  The  law  and  the  regulations  of  the  social  security  ad- 
ministration    PROHIBIT    DISCLOSURE    OF    ANY    INFORMATION     in    itS 

records  except  in  certain  cases.  In  the  administration  of  the  pro- 
gram, the  Social  Security  Administration  receives  a  large  amount 
of  information  needed  for  the  adjudication  of  claims,  including  in- 
formation of  a  personal  nature  such  as  that  relating  to  parentage  and 
family  relationship  (including  marital  status  and  the  legitimacy  of 
children);  place  of  birth;  medical  information;  address  (but  not 
necessarily  the  latest  address) ;  name  of  employer  or  employers;  and 
amount  of  wages  or  other  reported  earnings  received  each  year. 
From  the  beginning  of  the  program  the  public  has  been  promised 
that  this  information  would  be  held  confidential. 

In  order  to  keep  faith  with  the  individuals  who  are  required  to 
furnish  the  information  for  social  security  purposes  and  in  accord- 
ance with  the  intent  of  Congress  as  expressed  in  the  Social  Security 
Act,  social  security  information  is  not  disclosed  except  on  a  very 
restricted  basis.  Moreover,  if  information  in  the  Social  Security 
Administration  files  were  to  be  freely  disclosed  this  would  soon  lead 
to  a  very  large  volume  of  requests  for  information  from  many 
sources,  including  private  litigants,  creditors,  business  firms,  and 
many  others  who  might  wish  to  have  names  and  addresses  of  bene- 
ficiaries and  other  information  for  various  purposes,  including  sales 
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promotion  and  solicitation.  The  Social  Security  Administration 
would  soon  be  involved  on  a  large  scale  as  a  ready  source  of  informa- 
tion about  claimants  and  others  who  are  participating  in  the  pro- 
gram—consisting of  the  great  bulk  of  the  population.  To  authorize 
disclosure  for  such  purposes  would  not  only  be  contrary  to  the 
congressional  intent  and  the  obligation  to  the  individuals  involved 
not  to  make  personal  information  generally  available  to  the  public, 
but  would  also  create  an  administrative  burden  that  would  seriously 
impede  the  carrying  out  of  the  primary  function  of  the  agency,  that 
is,  the  administration  of  the  retirement,  survivors,  disability,  hos- 
pital, and  supplementary  medical  insurance  programs. 

The  following  sections  explain  the  very  limited  cases  in  which 
information  will  be  disclosed  without  the  consent  of  the  individual 
involved. 

140.     A  CLAIMANT  OR  PROSPECTIVE   CLAIMANT  OR   DULY   AUTHORIZED 

REPRESENTATIVE  may  be  given  pertinent  information.  Earnings  in- 
formation in  social  security  records  may  be  given  to  the  social  se- 
curity number  holder  or  to  his  representative  when  the  information 
is  requested  in  connection  with  the  protection  of  the  individual's 
present  or  future  benefit  rights  under  the  program. 

Ordinarily,  all  that  is  required  is  a  summary  statement  of  the  total 
earnings  credited  to  the  person's  record.  There  is  no  charge  for 
furnishing  this  information.  See  chapter  14  for  a  further  discussion 
of  this  subject. 

Medical  evidence  relating  to  a  claimant  may  be  disclosed,  in  sum- 
mary form  or  in  such  detail  as  is  determined  to  be  consistent  with 
the  proper  and  efficient  administration  of  the  program,  for  a  title  II 
purpose,  to  the  claimant  or  his  authorized  representative.  Such  in- 
formation may  also  be  disclosed  to  the  claimant's  physician  or  to  a 
medical  institution  where  he  is  a  patient  on  consent  of  the  claimant 
and  the  medical  source  or,  if  such  source  is  not  available,  then  on 
consent  of  a  physician  in  the  employ  of  the  Department  of  Health, 
Education,  and  Welfare.  Otherwise,  except  as  provided  in  §§  142 
and  143  (A)  (7)  below,  medical  evidence  may  not  be  disclosed,  even 
to  the  claimant  or  his  authorized  representative. 

A  photocopy  of  a  person's  application  for  a  social  security  number 
will  be  furnished  to  him  or  to  his  authorized  representative  upon 
request.  After  the  person's  death,  a  photocopy  of  the  application 
form  may  be  furnished  upon  written  request  to  the  legal  representa- 
tive of  the  person's  estate  or  to  a  surviving  relative  where  not  detri- 
mental to  the  decedent  or  his  estate. 
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141.  Any  office,  agency,  or  department  of  the  federal  govern- 
ment having  jurisdiction  may  be  given  information  for  the  purpose 
of  conducting  an  investigation  or  prosecution  involving:, 

A.  A  criminal  violation  of  the  Social  Security  Act,  the  Federal 
Insurance  Contributions  Act,  the  Self-Employment  Contribu- 
tions Act,  the  Federal  Unemployment  Tax  Act,  any  Federal 
income  tax  law,  or  any  regulation  or  procedure  in  effect  under 
any  of  these  laws; 

B.  An  attempt  to  defraud  the  U.S.  by  an  employee  of  the  De- 
partment of  Health,  Education,  and  Welfare  in  his  adminis- 
tration of  the  Social  Security  Act; 

C.  An  alleged  theft,  forgery,  alteration,  unlawful  negotiation,  or 
destruction  of  a  social  security  benefit  check; 

D.  Espionage  or  sabotage  inimical  to  the  national  security.  (This 
information  may  only  be  disclosed  to  the  FBI  upon  written 
certification  by  a  central  official  thereof  that  the  information 
is  required  in  an  investigation  of  major  importance); 

E.  Information  relating  to  the  identity  and  location  of  an  alien 
in  the  U.S.,  pursuant  to  section  290  (c)  of  the  Immigration 
and  Nationality  Act.  Information  may  be  disclosed  to  any 
officer  or  employee  of  the  Department  of  Justice  upon  written 
request  of  the  Attorney  General  or  an  official  duly  authorized 
by  him. 

142.  Information  may  be  given  to  Federal  agencies  for  the  pur- 
pose of  the  proper  administration  of  the  Social  Security  Act  or  of 
other  benefit  programs  under  Federal  law;  subject,  in  the  case  of 
medical  information,  to  the  consent  of  the  individual  and  of  the 
source  of  such  information  or,  if  such  source  is  not  available,  of  a 
physician  in  the  employ  of  the  Department  of  Health,  Education, 
and  Welfare;  and  subject  to  the  further  provision  that  medical  in- 
formation is  not  disclosed  in  the  case  of  the  unemployment  compen- 
sation program.  The  laws  referred  to  are  those  providing  for  un- 
employment compensation,  social  security  benefits  and  contribu- 
tions, public  assistance,  work  relief,  pensions,  retirement,  or  other 
benefit  payments. 

143.  State  agencies  administering  certain  benefit  programs 
may  be  given  limited  types  of  information  for  the  administration  of 
such  programs.  This  includes  State  agencies  administering  an  un- 
employment compensation  program,  or  a  program  receiving  aid 
under  the  Vocational  Rehabilitation  Act,  or  under  the  following 
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titles  of  the  Social  Security  Act:  title  I  (grants  to  States  for  old-age 
assistance  and  medical  assistance  for  the  aged);  title  IV  (grants  to 
States  for  aid  and  services  to  needy  families  with  children);  title  V 
(grants  to  States  for  maternal  and  child  welfare);  title  X  (grants 
to  States  for  aid  to  the  blind);  title  XIV  (grants  to  States  for  aid 
to  the  permanently  and  totally  disabled);  title  XVI  (grants  to  States 
for  aid  to  aged,  blind  or  disabled,  or  for  such  aid  and  medical  as- 
sistance for  the  aged);  and  title  XIX  (grants  to  States  for  medical 
assistance  programs). 

On  request,  such  agencies  and  courts  of  competent  jurisdiction 
may  also  be  given  information  for  the  purpose  of  ascertaining  the 
whereabouts  of  persons  who  have  failed  to  provide  support  for 
destitute  minor  children   (see   (A)8  below). 

A.    Public  assistance  agencies  will  generally  be  given  only  the 
following  information: 

1.  Whether  a  person  applying  for  public  assistance  is  en- 
titled to  social  security  benefits; 

2.  The  amount  of  a  monthly  benefit; 

3.  The  first  month  of  entitlement; 

4.  The  months  during  the  most  recent  6-month  period  for 
which  payments  were  suspended; 

5.  An  individual's  date  of  birth; 

6.  Whether  a  period  of  disability  has  been  established  for  a 
recipient  or  applicant  for  benefits,  the  beginning  and  end- 
ing date  of  such  period,  and  the  date  determined  to  be  the 
date  of  onset  of  such  disability,  where  such  information  is 
necessary  to  enable  the  agency  to  determine  the  eligibility 
of,  or  the  amount  of  benefits  or  services  due,  such  recipient 
or  applicant; 

7.  Medical  evidence  with  the  consent  of  the  individual  and 
the  doctor,  other  specialist,  or  hospital  that  supplied  the 
information  or,  if  such  source  is  not  available,  of  a  physi- 
cian in  the  employ  of  the  Department  of  Health,  Educa- 
tion, and  Welfare  (see  §  148). 

8.  An  individual's  most  recent  address  or  the  address  of  his 
most  recent  employer,  provided: 

(a)  There  has  been  a  court  order  against  him  for  support 
and  maintenance  of  his  child  or  children  who  are 
under  age  16  and  in  destitute  or  necessitous  circum- 
stances; 

(b)  His  child  or  children  are  applicants  for  or  recipients 
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of  assistance  under  a  program  or  plan  administered 
by  the  agency; 

(c)  The  agency  has  tried  to  secure  this  information,  but 
without  success,  from  all  sources  reasonably  available 
to  it; 

(d)  The  information  has  been  requested  by  the  agency 
or  by  the  court  for  the  purpose  of  obtaining  support 
and  maintenance  for  the  child  or  children. 

B.  Unemployment  compensation  agencies  will  be  furnished  any 
available  information  needed  for  administration  of  the  un- 
employment compensation  program  including  entitlement, 
benefit,  age,  earnings,  and  disability  information;  but  no 
medical  information  will  be  disclosed. 

C.  State  vocational  rehabilitation  agencies  will  be  furnished  in- 
formation in  disability  cases  where  needed  to  administer  the 
vocational  rehabilitation  program.  This  may  consist  of: 

1.  The  nonmedical  information  listed  above  under   (A); 

2.  The  name,  address,  social  security  number,  and  informa- 
tion with  respect  to  the  alleged  disability  of  an  applicant 
for  disability  insurance  benefits  or  for  a  determination 
of  disability.  This  information  will  also  be  furnished  with 
respect  to  any  individual  making  inquiry  with  respect 
to  such  benefits  or  determination  of  disability  if  no  ob- 
jection is  made  by  such  individual  to  the  release  of  such 
information. 


144.    Information  may  be  disclosed  which  is  needed  for  the 

PROPER  performance  OF  THE  DUTIES  OF  AN  EMPLOYEE  OF: 

A.  The  Department  of  Health,  Education,  and  Welfare  in  con- 
nection with  any  claim  or  other  proceeding  under  the  Social 
Security  Act;  or 

B.  A  State  agency  in  carrying  out  an  agreement  relating  to  dis- 
ability determinations  pursuant  to  section  221  of  the  Social 
Security  Act;  or 

C.  A  State  agency,  provider  of  services,  or  fiscal  intermediary 
acting  under  an  agreement  with  the  Secretary  of  Health,  Edu- 
cation, and  Welfare,  in  carrying  out  its  responsibilities  under 
title  XVIII  of  the  Social  Security  Act  (health  insurance  for 
the  aged),  and  to  assist  the  Department  of  Health,  Education, 
and  Welfare  in  carrying  out  its  responsibilities  under  title 
XVIIL 
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145.  In  connection  with  agreements  for  the  coverage  of  state 
AND  LOCAL  EMPLOYEES  pursuant  to  scction  218  of  the  Social  Security 
Act,  the  following  information  may  be  disclosed  when  efficient  ad- 
ministration permits: 

A.  The  name  of  a  State  (or  instrumentality  of  two  or  more 
States)  with  whom  such  an  agreement  or  a  modification 
thereof  has  been  entered  into,  the  date  thereof,  the  name  or 
title  of  the  responsible  State  official,  and  the  contents  of  an 
executed  agreement  or  modification; 

B.  Information  as  to  whether  or  not  a  State  (or  such  an  instru- 
mentality) has  indicated  an  intention  or  desire  to  enter  into 
such  an  agreement  or  modification  (but  not  as  to  the  provi- 
sions being  considered  for  inclusion  therein); 

C.  Information  reported  by  a  State  as  to  whether  or  not  a  re- 
tirement system  is  in  effect  for  employees  of  the  State  or  a 
political  subdivision  thereof,  and,  if  services  by  individuals 
in  positions  covered  by  such  system  have  been  included  in 
such  an  agreement  or  modification,  any  other  information 
reported  by  the  State  as  to  such  retirement  system; 

D.  Statistical  information  (not  relating  to  any  identifiable  em- 
ployer), classified  by  State  and  county,  with  respect  to  public 
employment  and  remuneration  therefor; 

E.  Information  reported  by  a  State  after  a  referendum  has  been 
conducted  in  connection  with  such  an  agreement,  as  to  the 
number  of  employees  eligible  to  vote  in  such  referendum, 
the  number  who  actually  voted,  and  the  number  who  voted  in 
favor  of  inclusion  under  such  agreement. 

146.  An  EMPLOYER  MAY  BE  FURNISHED! 

A.  Information  he  originally  supplied,  if  efficient  administration 
of  the  Social  Security  Act  permits  it  to  be  furnished  to  him. 

B.  The  social  security  number  of  any  one  of  his  employees  if  he 
submits  a  written  request  positively  identifying  the  employee 
or  if  the  employer  calls  in  person  at  the  district  office  and  is 
known  to  the  district  office  personnel. 

C.  A  copy  or  a  summary  of  a  coverage  or  wage  decision  relating 
to  one  of  his  employees.  (These  decisions  affect  the  em- 
ployer's social  security  tax  contribution  liability.) 

No  other  information  about  an  employee  will  be  furnished  to  an 
employer  unless  the  employee  gives  his  written  consent  to  disclose 
the  information. 
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147.  An  employer  or  union  with  a  private  welfare,  medical  or 
RETIREMENT  PLAN  may  be  given  information  about  a  person's  earn- 
ings, or  about  his  social  security  benefit,  or  about  a  disability  de- 
termination if  the  information  is  needed  to  decide  the  person's 
right  to  benefits  under  the  welfare,  medical  or  retirement  plan,  and 
if  the  person  gives  his  consent  in  ^vriting  to  disclose  this  information. 
A  charge  is  made  to  pay  for  the  cost  of  providing  earnings  record 
information  in  this  case. 

148.  Information  as  to  the  existence  of  a  legally  reportable 
MEDICAL  CONDITION  may  be  reported  to  a  State  or  municipal  agency 
required  by  local  la^v  to  be  furnished  such  information. 

149.  Information  about  a  deceased,  insane,  amnesic,  or  uncon- 
scious PERSON  may  be  given  to  a  Federal,  State,  municipal,  or  hospi- 
tal official  to  assist  in  identifying  the  person.  Requests  for  this  infor- 
mation must: 

A.  Be  in  writing:; 

B.  Be  signed  by  a  Federal,  State,  mimicipal,  or  hospital  official; 

C.  Give  the  social  security  number  and  name  (or  other  identify- 
ing data)  of  the  person  about  whom  the  information  is 
requested; 

D.  State  that  the  person  is  dead,  insane,  amnesic,  or  is  uncon- 
scious or  in  a  state  equivalent  thereto;  and 

E.  State  that  the  information  is  sought  for  the  purpose  of 
identification. 

150.  After  the  death  of  an  individual,  any  information  may  be 
given  to  the  legal  representative  of  his  estate,  or  to  his  close  relatives 

(spouse,  child,  parent,  brother,  sister),  except  that  medical  informa- 
tion may  be  furnished  only  for  title  II  purposes  and  in  such  sum- 
mary form  as  may  administratively  be  deemed  appropriate  to  the 
conduct  of  the  program.  Available  information  concerning  the  fact, 
date,  or  circumstances  of  death  may  be  given  to  any  person.  Any 
information  must  be  requested  in  writing,  showing  the  purpose  for 
which  it  is  desired,  and  such  information  will  not  be  disclosed  if 
disclosure  may  be  detrimental  to  the  decedent  or  his  estate,  or  if 
it  would  interfere  with  the  administration  of  the  social  security 
program, 

151.  In   administering  the   retirement,   survivors,   disability, 

HOSPITAL    AND    MEDICAL    INSURANCE    PROGRAMS,    the    Social    ScCUrity 

Administration  must: 
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A.  Provide  benefits  to  people  who  are  entitled  to  them  under  the 
provisions  of  the  Social  Security  Act;  and 

B.  Protect  the  social  security  trust  funds  by  refusing  benefits  or 
reimbursement  when  not  due. 

In  carrying  out  these  responsibilities,  the  Administration  investi- 
gates all  questionable  statements  and  actions  made  in  connection 
with  claims  for  benefits  or  earnings  records.  If  there  is  adequate 
evidence  that  a  criminal  provision  was  violated,  the  case  may  be 
referred  to  the  Department  of  Justice  for  prosecution. 

152.  Criminal  prosecutions  for  fraud  in  connection  with  claims 
for  benefits  or  earnings  records  are  usually  brought  under  the  penal 
provisions  of  the  Social  Security  Act.  Fraud  may  occur  in  any  one 
or  a  combination  of  many  different  situations.  For  example,  fraud 
exists  where  a  person  knowingly: 

A,.  Makes  or  causes  to  be  made  a  false  statement  or  misrepresen- 
tation of  a  material  fact  for  use  in  determining  rights  to  social 
security  benefits;  or 

B.  Makes  any  false  reporting  as  to: 

1.  Whether  wages  were  paid,  period  during  which  paid,  the 
person  to  whom  paid  or  amount  of  such  wages;  or 

2.  Whether  net  earnings  from  self-employment  were  derived, 
amount  of  such  earnings,  the  period  during  which,  or 
person  by  whom,  derived;  or 

C.  Conceals  or  fails  to  report  any  event  affecting  the  initial  or 
continued  right  to  payment  to  him  or  to  another  person  on 
whose  behalf  he  has  applied  or  is  receiving  such  payment;  or 

D.  Converts  all  or  any  part  of  a  payment  received  on  behalf  of 
another  to  a  use  other  than  for  the  use  of  such  person. 

153.  Other  penal  provisions  contained  in  the  social  security 
ACT  or  in  title  18  of  the  United  States  Code  m.ay  also  be  applicable  to 
offenses  affecting  the  social  security  program. 

154.  Even  if  a  fraudulent  act  is  discovered  before  wrongful 
PAYMENTS  are  made  by  the  Government,  prosecution  is  not  thereby 
precluded. 

155.  The  penalty  upon  conviction  for  violation  of  the  penal 
provisions  of  the  Social  Security  Act,  or  one  of  the  related  criminal 
statutes,  may  be  a  fine,  or  imprisonment,  or  both.  Depending  upon 
the  provision  of  the  law  that  is  violated,  the  fine  ranges  from  not 
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more  than  $500  to  not  more  than  $10,000,  and  the  imprisonment 
from  not  more  than  1  year  to  not  more  than  15  years. 
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Chapter  2 

Becoming  Insured 


200.  Insured  status  requirements. 

201.  Quarter  of  coverage  defined. 

202.  Restriction  against  counting  certain  quarters. 

203.  Quarters  of  coverage  based  on  wages  paid  after  1936. 

204.  Quarters  of  coverage  based  on  self-employment  income  after  19.50. 

205.  Fully   insured  status— general. 

206.  Fully  insured  status  defined. 

207.  Counting  all  quarters  of  coverage  credited. 

208.  Transitional  insured  status  defined. 

209.  Quarters  of  coverage  required. 

210.  Currently  insured  status  defined. 

211.  Disability  insured  status  defined. 

212.  Certain  credits  counted  for  establishing  a  period  of  disability   but  not   for 
disability   insurance  benefits. 

213.  Freezing  of  earnings  record  when  disability  period  established. 

214.  Freeze  period  not  excluded  if  to  person's  disadvantage. 

215.  Quarters  of  coverage  needed  for  hospital  insurance  protection. 

216.  Quarters  of  coverage  needed  for  special  monthly  cash  payment  at  age  72. 

217.  Chart  of  quarters  of  coverage  requirements. 

218.  Type  of  insured  status  required  for  each  social  security  benefit. 

200.  A  PERSON  MUST  HAVE  A  CERTAIN  INSURED  STATUS  before  retire- 
ment, survivors  or  disability  insurance  benefits  can  be  paid  to  him 
or  to  his  family.  A  person  is  insured  if  he  has  a  sufficient  number 
of  quarters  of  coverage  credited  to  his  social  security  earnings  record. 

A  person,  age  65  or  older,  who  is  a  social  security  beneficiary  ^vill 
be  automatically  entitled  to  hospital  insurance  protection.  If  a  per- 
son is  not  entitled  to  a  monthly  social  security  benefit,  he  may  never- 
theless be  eligible  for  hospital  insurance  protection  if  he  has  at- 
tained or  will  attain  age  65  before  1968,  even  if  he  has  no  quarters 
of  coverage.  If  he  attains  age  65  after  1967,  however,  the  quarters 
of  coverage  requirements  set  out  in  ^  215  (B)  below  must  be  met. 

Insured  status  is  not  a  requirement  for  enrolling  under  the  volun- 
tary medical  insurance  plan. 

201.  A  QUARTER  OF  COVERAGE  meaus: 

A.  A  calendar  quarter  in  which  a  person  has  been  paid  $50  or 
more  in  wages  for  employment  covered  under  the  law  (ex- 
cept wages  for  agricultural  labor  after  1954). 

B.  A  calendar  quarter  after  1954  in  which  a  person  has  been 
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credited  with  $100  or  more  cash  wages  paid  for  agricultural 
labor. 

C.  A  calendar  quarter  in  which  a  person  has  been  credited  with 
$100  or  more  self-employment  income.  A  self-employed  per- 
son must  have  at  least  $400  in  net  earnings  from  self-employ- 
ment in  a  taxable  year  beginning  after  1950  before  any  quar- 
ters in  the  taxable  year  can  be  credited  with  self-employment 
income. 

D.  Any  calendar  quarter  during  a  year  in  which  a  person  has 
been  credited  with  the  maximum  taxable  wages  for  that  year 

(excluding  quarters  after  the  quarter  of  death).  Maximums 
for  years  since  1936  are  as  follows: 

1.  $6,600  in  the  case  of  a  calendar  year  after  1965. 

2.  $4,800  in  the  case  of  a  calendar  year  after  1958  and  before 
1966. 

3.  $4,200  in  the  case  of  a  calendar  year  after  1954  and  before 
1959. 

4.  $3,600  in  the  case  of  a  calendar  year  after  1950  and  before 
1955. 

5.  $3,000  in  the  case  of  a  calendar  year  after  1936  and  before 
1951. 

E.  A  calendar  quarter  wholly  or  partly  in  a  taxable  year  in  which 
a  person  has  self-employment  income,  if  the  total  of  his  self- 
employment  income  plus  any  wages  paid  to  him  in  that  tax- 
able year  equals: 

1.  $6,600  in  a  taxable  year  ending  after  1965. 

2.  $4,800  in  a  taxable  year  ending  after  1958  and  before  1966. 

3.  $4,200  in  a  taxable  year  ending  after  1954  and  before  1959. 

4.  $3,600  in  a  taxable  year  beginning  after  1950  and  ending 
before  1955. 

The  term  "calendar  quarter,"  as  used  above,  means  a  period  of 
three  calendar  months  ending  March  31,  June  30,  September  30, 
or  December  31  of  any  year. 

The  terms  "wages"  and  "self-employment  income/'  as  used  above, 
have  special  meanings  for  social  security  purposes  and  do  not  neces- 
sarily include  all  of  a  person's  income  from  employment  or  self- 
employment.  Further,  under  certain  conditions,  wages  for  social 
security  purposes  may  also  include  pay  for  Avork  ^vhich  is  ordinarily 
covered  under  the  Railroad  Retirement  Act,  and  special  wage  credits 
for  military  service.  Wages  and  self-employment  income  are  defined 
and  discussed  in  chapters  12  and  13. 
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202.  Certain  calendar  quarters  cannot  be  counted  as  quarters 
OF  coverage  even  though  the  earnings  requirement  for  a  quarter  of 
coverage,  as  described  in  the  foregoing  sections,  have  been  met.  A 
calendar  quarter  cannot  be  a  quarter  of  coverage  if: 

A.  It  begins  after  the  calendar  quarter  in  which  the  worker  died; 
or 

B.  It  has  not  started  yet;  or 

C.  It  is  within  a  period  of  disability  that  is  excluded  in  figuring 
benefit  rights.  (However,  the  beginning  and  ending  quarters 
of  the  disability  period  may  be  counted  as  quarters  of  cover- 
age if  in  these  quarters  the  earnings  requirements  in  §  201 
are  met.) 

Note  that  a  calendar  quarter  can  only  be  counted  once  as  a  quar- 
ter of  coverage. 

203.  Quarters  of  coverage  may  be  based  on  wages  paid  any 
TIME  AFTER  1936  and  up  to  and  including  the  calendar  quarter  in 
which  the  worker  dies.  A  quarter  of  coverage  based  on  the  payment 
of  at  least  $50  in  a  particular  calendar  quarter  (see  §  201)  is  acquired 
by  the  worker  as  of  the  first  day  of  that  quarter.  So  long  as  the  total 
wages  paid  to  him  in  that  quarter  amoimt  to  at  least  $50,  it  does  not 
matter  on  which  date  the  $50  total  was  first  reached. 

A  farm  employee  is  credited  with  quarters  of  coverage  based  on 
the  total  ^vages  covered  by  social  security  paid  to  him  for  farm  work 
during  a  calendar  year  rather  than  on  the  amount  of  wages  paid  to 
him  during  a  particular  calendar  quarter  as  is  the  case  with  nonfarm 
wages.  He  is  credited  with  one  quarter  of  coverage  for  each  SI 00  in 
cash  wages  paid  to  him  during  the  year.  (Note  that  not  all  cash  pay 
for  farm  work  is  "^vages"  for  crediting  quarters  of  coverage— see 
§  901  for  the  tests  used  to  determine  whether  cash  pay  for  farm  work 
can  be  counted  as  social  security  wages.) 

//  the  cash  wages  paid  in  a  year  The  number  of  quarters  of 

for  farm  icnrk  amount  to:  coverage  that  may  be  credited  are: 

$400  or  more 4 

$300-$399.99   3 

$200-$299.99 2 

$100-$199.99   1 

Under  $100    0 

Ordinarily,  quarters  of  coverage  based  on  farm  wages  are  assigned 
to  the  calendar  quarters  in  the  year  beginning  with  the  last  quarter 
of  the  year  and  then  counting  back;  however,  they  may  be  assigned 
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to  different  calendar  quarters  in  the  year  if  it  would  be  to  the  work- 
er's advantage  to  do  so. 

204.  Quarters  of  coverage  may  be  based  on  self-employment 
INCOME  derived  in  taxable  years  beginning  after  1950.  The  net 
earnings  from  self-employment  must  amount  to  at  least  $400  for  the 
taxable  year  and  must  be  covered  by  social  security.  (Note  that  a 
self-employed  farmer  with  actual  net  earnings  of  less  than  $400  may 
still  be  credited  with  quarters  of  coverage  if  his  gross  earnings 
amounted  to  at  least  $600  and  he  uses  the  "optional  method"  of 
reporting  his  farm  earnings.  Self-employment  income,  net  earnings 
from  self-employment,  and  the  optional  method  available  to  figure 
farm  net  earnings  are  discussed  in  chapter  12.) 

Self-employment  income  derived  during  any  taxable  year  is  al- 
located to  calendar  quarters  in  that  taxable  year  in  the  following 
manner: 

A.  If  the  person's  taxable  year  is  a  calendar  year,  the  self-em- 
ployment income  is  allocated  equally  to  each  calendar  quar- 
ter in  that  year. 

B.  If  the  person's  taxable  year  is  other  than  a  calendar  year,  the 
self-employment  income  is  allocated  equally  to  the  calendar 
quarter  in  which  the  taxable  year  ends  and  to  each  of  the  next 
three  or  fewer  preceding  quarters  any  part  of  which  is  in 
the  taxable  year. 

Ordinarily,  a  person  is  credited  with  one  quarter  of  coverage  for 
each  calendar  quarter  to  which  $100  or  more  self-employment  in- 
come is  allocated.  However,  in  a  taxable  year  in  which  a  person's 
self-employment  income  (or  self-employment  income  plus  any 
wages  paid  to  him  during  that  taxable  year)  equals  the  amount  set 
out  in  §  201  (E),  a  quarter  of  coverage  can  be  coimted  for  each 
calendar  quarter  wholly  or  partly  in  that  taxable  year  whether 
or  not  $100  or  more  self-employment  income  was  allocated  to  each 
quarter. 

205.  If  a  person  is  fully  insured,  most  types  of  benefits  can  be 

PAID  or  provided  ON  HIS  SOCIAL  SECURITY  EARNINGS  RECORD.  A  perSOn 

is  fully  insured  if  he  has  been  credited  with  the  required  number 
of  quarters  of  coverage.  A  fully  insured  status  is  only  one  require- 
ment for  determining  whether  a  particular  type  of  benefit  will  be 
paid  or  provided.  It  does  not  mean  that  all  types  of  benefits  can  be 
obtained  on  the  person's  social  security  record,  nor  does  it  have  any- 
thing to  do  with  the  amount  of  benefits  that  can  be  paid. 
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206.  A  PERSON  IS  FULLY  INSURED  IF  he  has  at  least  one  quarter  of 
coverage  (acquired  at  any  time  after  19.S6)  for  each  calendar  year  (4 
quarters)  elapsing  after  1950,  or  if  later,  after  the  year  in  which  he 
attained  age  21,  and  prior  to: 

A.  In  the  case  of  a  woman,  the  year  in  which  she  attains  age  62 
or  dies,  whichever  occurs  earlier; 

B.  In  the  case  of  a  living  man,  the  year  in  which  he  attains  or 
would  attain  age  65;  or 

C.  In  the  case  of  a  man  who  is  deceased,  the  year  in  which  he  at- 
tained age  65  or  died,  whichever  occurred  earlier. 

In  determining  the  elapsed  period,  do  not  count  as  an  elapsed 
year,  any  year  any  part  or  all  of  which  was  included  in  a  period  of 
disability. 

Different  fully  insured  status  provisions  were  applicable  for  en- 
titlement to  benefits  for  months  before  8/61.  For  months  10/60 
through  7/61,  fully  insured  status  was  based  on  the  acquisition  of  I 
quarter  of  coverage  for  every  3  elapsed  quarters;  before  10/60,  a 
l-for-2  provision  was  applicable. 

Individuals  who  died  prior  to  1951  are  fully  insured  if  they  had  6 
quarters  of  coverage.  No  one  can  be  fully  insured  if  he  has  less  than 
6  quarters  of  coverage.  A  person  who  has  40  quarters  of  coverage  is 
fully  insured  for  life.  See  column  I  of  the  chart  in  §  217  for  quarters 
of  coverage  needed  by  living  persons  born  before  January  2,  1910, 
who  have  not  had  a  period  of  disability. 

207.  To  FIND  WHETHER  THE  PERSON   HAS  THE  REQUIRED  NUMBER  OF 

QUARTERS  OF  COVERAGE,  couut  all  of  the  quarters  of  coverage  credited 
to  his  social  security  earnings  record,  even  those  that  are  not  within 
the  elapsed  period  used  to  determine  the  required  number.  Thus, 
quarters  of  coverage  acquired  before  1951  may  be  counted,  as  well 
as  any  quarters  of  coverage  the  person  acquired  after  he  reached 
retirement  age. 

208.  A   PERSON   MAY   BE  INSURED  WITH   FEWER  THAN    6  QUARTERS  OF 

COVERAGE  under  a  transitional  insured  status  provision  in  the  law 
if: 

A.  He  attained  age  72  before  1969;  and 

B.  He  has  at  least  one  quarter  of  coverage  (whenever  acquired) 
for  each  calendar  year  elapsing  after  1950  and  up  to  the  year 
he  attained  age  65  (if  a  man)  or  age  62  (if  a  woman);  and 

C.  He  has  a  minimum  of  3  quarters  of  coverage. 
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To  determine  the  elapsed  period  under  this  special  provision,  do 
not  count  as  an  elapsed  year  any  year  any  part  or  all  of  which  was 
included  in  a  period  of  disability. 

209.  The  following  table  shows  the  required  number  of  quar- 
ters of  coverage  under  the  transitional  insured  status  provision,  with 
no  period  of  disability  involved: 


MEN 


Date  of 
Birth 


Year  Attained 
Age  65 


Quarters  of 
Coverage 
Needed 


WOMEN 


Date  of 
Birth 


Year  Attained 
Age  62 


1/1/90  or  earlier 
1/2/90-1/1/91 
1/2/91-1/1/92 
1/2/92  or  later 


1954  or  earlier 

1955 

1956 

1957  or  later 


3 

4 

5 

At  least  6* 


1/1/93  or  earlier  1954  or  earlier 

1/2/93-1/1/94  1955 

1/2/94-1/1/95  1956 

1/2/95  or  later  1957  or  later 


The  regular  "fully  insured"  status  provisions  apply— a  minimum  of  6  quarters  of 
coverage  is  needed. 

For  the  retirement  insurance  benefit  payable  under  this  provi- 
sion, see  §§  301  and  302  below;  for  wife's  benefit,  see  §  320;  for 
widow's  benefit,  see  §  407.  Do  not  confuse  the  regular  social  security 
benefits  payable  under  this  provision  with  the  special  monthly  cash 
payment  made  at  age  72  (§§  216,  356).  See  column  II  of  the  chart 
in  §  217  for  quarters  of  coverage  needed  for  transitional  insured 
status  by  living  persons  born  before  January  2,  1895. 

210.  A  currently  insured  status  is  required  for  the  payment  of 
some  types  of  benefits  (see  chart  in  §  218).  A  person  is  currently 
insured  if  he  has  at  least  6  quarters  of  coverage  during  the  full  13- 
quarter  period  ending  with  the  calendar  quarter  in  which  he: 

A.  Died;  or 

B.  Most  recently  became  entitled  to  disability  insurance  benefits; 
or 

C.  Became  entitled  to  retirement  insurance  benefits. 

Generally,  calendar  quarters  any  part  of  which  are  in  an  estab- 
lished period  of  disability  are  not  counted  in  figuring  the  13-quarter 
period  except  that  the  first  and  last  quarters  of  such  period  are 
counted  if  they  are  quarters  of  coverage.  (For  exception,  see  §  214.) 

211.  A  special  insured  status  is  needed  to  qualify  for  disa- 
bility benefits  or  for  the  establishment  of  a  period  of  disability. 
The  special  insured  status  requirements  are  met  if  in  the  quarter 
that  his  disability  is  determined  to  have  begun  or  in  a  later  quarter, 
a  person: 
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A.  Is  fully  insured  as  explained  in  §  206,  and 

B.  Either  he: 

1.  Has  not  less  than  20  quarters  of  coverage  during  the  40- 
quarter  period  ending  with  such  quarter;  or 

2.  If  disabled  by  reason  of  blindness  before  the  quarter  in 
which  he  attained  age  31,  has  quarters  of  coverage  in  one- 
half  of  the  quarters  elapsing  in  the  period  after  attaining 
age  21  and  up  to  and  including  the  quarter  of  becoming 
disabled.  Note  that  the  quarters  of  coverage  must  be 
earned  in  this  period.  If  the  number  of  elapsing  quarters 
is  an  odd  number,  the  next  lower  even  number  is  used. 
However,  a  minimum  of  6  quarters  of  coverage  is  re- 
quired. Thus,  if  a  person  became  disabled  before  the  quar- 
ter in  which  he  attained  age  24,  he  must  have  6  quarters 
of  coverage  in  the  12-quarter  period  ending  with  the 
quarter  in  which  his  disability  began. 

212.  Quarters  of  coverage  based  upon  the  following  can  be 
used  in  determining  whether  a  person  has  the  special  insured 
status  required  for  the  establishment  of  a  period  of  disability: 

A.  Military  service  before  1957  even  though  the  person  is  getting 
some  regular  benefit  from  some  other  Federal  agency  (see 
§  969(D));  or 

B.  Railroad  compensation,  even  though  the  worker  had  120 
months  or  more  of  railroad  service  or  had  been  awarded  a  dis- 
ability annuity  under  the  Railroad  Retirement  Act. 

However,  quarters  of  coverage  based  on  the  above  railroad  earn- 
ings or  military  service  cannot  always  be  counted  in  determining 
whether  a  person  meets  the  quarters  of  coverage  requirements  for 
disability  insurance  benefits,  retirement  insurance  benefits,  or  sur- 
vivors benefits.  Because  of  this,  it  is  possible  in  rare  cases  for  a  person 
to  have  a  period  of  disability  established,  but  not  qualify  for  dis- 
ability benefits  and  in  addition  have  the  period  of  disability  continue 
up  until  the  time  he  dies  or  becomes  old  enough  for  retirement  in- 
surance benefits,  and  still  not  be  fully  insured  for  such  benefits. 

213.  If  a  DISABILITY  PERIOD  IS  ESTABLISHED  FOR  A  PERSON  HIS  EARN- 
INGS RECORD  IS  FROZEN  and  the  period  of  disability  may  be  excluded 
in  determining  whether  he  is  fully  or  currently  insured  at  the  time 
he  becomes  eligible  for  cash  benefits,  or  at  his  death,  and  in  figuring 
his  primary  insurance  amount.  See  §  511  for  definition  of  when  a 
period  of  disability  begins,  and  §  512  for  when  it  ends. 
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214.  The  period  of  disability  is  not  excluded  in  figuring  the 
disabled  person's  (or  his  survivor's)  right  to  social  security  benefits, 
or  the  amount  of  the  benefit,  if  excluding  it  would  be  to  the  claim- 
ant's disadvantage.  For  example,  this  could  happen  when  the  dis- 
abled person  has  potential  quarters  of  coverage  in  the  disability 
period  (that  is,  calendar  quarters  which  could  be  quarters  of  cover- 
age except  for  the  fact  that  they  are  within  a  period  of  disability), 
and  these  potential  quarters  of  coverage  ^vould  qualify  him  for  an- 
other benefit  formula  which  would  increase  his  benefit  rate  or  would 
give  him  a  fully  insured  status. 

215.  A  PERSON  IS  eligible  for  hospital  insurance  protection, 
even  though  he  is  not  insured  for  either  social  security  cash  benefits 
or  for  a  railroad  retirement  annuity,  it  he: 

A.  Has  attained  age  65  or  will  attain  age  65  before  1968;  or 

B.  Attains  age  65  after  1967  and  has  not  less  than  3  quarters  of 
coverage,  whenever  acquired,  for  each  calendar  year  elapsing 
after  1965  and  before  the  year  in  which  he  attained  age  65. 
The  following  table  sho^vs  how  the  quarters  of  coverage  tc- 
quirement  works: 


Year  Attains  Age 

Before  1968 

1968 

65 

Quarters 

of  Coverage  Required 
0 
6 

1969 

9 

1970 
1971 

12 

15 

1972 

18 

1973 

21 

For  men  ^vho  attain  age  65  in  1974  or  later,  and  women  who  at- 
tain age  65  in  1972  or  later,  the  same  "fully  insured"  status  in  §  206 
above  is  required  for  hospital  insurance  protection.  See  column  III 
of  the  chart  in  §  217. 

A  person  does  not  need  any  quarters  of  coverage  to  enroll  in  the 
supplementary  medical  insurance  plan. 

216.  A  person  may  be  entitled  to  a  special  cash  monthly  pay- 
ment AT  age  72  even  if  he  is  neither  fully  nor  transitionally  insured 
(see  §  356).  He  may  be  entitled  to  this  special  payment,  if  he: 

A.  Has  attained  age  72  or  will  attain  age  72  before  1968;  or 

B.  Attains  age  72  after  1967  and  has  not  less  than  3  quarters  of 
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coverage,  whenever  acquired,  for  each  calendar  year  elapsing 
after  1966  and  before  the  year  in  which  he  attains  age  72.  The 
following  table  shows  how  this  quarters  of  coverage  require- 
ment works: 


Year  Attaijis  Age 

72 

Quarters 

of 

C( 

overage  Required 

Before  1968 

0 

1968 

3 

1969 

6 

1970 

9 

1971 

12 

1972 

15 

For  men  who  attain  aore  72  in  1972  or  later,  and  women  who  attain 
age  72  in  1970  or  later,  the  same  fully  insured  status  in  §  206  above 
is  required  for  monthly  cash  benefits.  See  column  IV  of  the  chart  in 
§  217.  The  special  monthly  payment  at  age  72  should  not  be  con- 
fused with  the  regular  social  security  benefits  payable  on  the  basis  of 
a  transitionally  insured  status  (§  208). 

217.  Chart  of  quarters  of  coverage  reqitrements.  The  chart 
below  shows  the  number  of  quarters  of  coverage  needed  under 
various  provisions  of  the  law  by  living  persons  born  before  January 
2,  1910,  with  no  period  of  disability  involved. 

A.  Column  I.  Quarters  needed  for  fully  insured  status,  e.g.,  for 
retirement  insurance  benefit  at  age  62  (§  206). 

B.  Column  II.  Quarters  needed  for  transitionally  insured  status, 
e.g.,  for  $35  retirement  insurance  benefit  at  age  72    (§  208). 

C.  Column  III.    Quarters  needed  for  hospital  insurance  protec- 
tion at  age  65  (§  215). 

D.  Column  IV.    Quarters  needed  for  special  monthly  cash  pay- 
ment at  age  72  (§§  216,  356). 

Column  I      Column  II      Column  III     Column  IV 
Individual's 

Date  of  Birth  Men     women         Men     Women  Men     Women  Nfen     Women 


1/1/90  or  earlier 

6 

6 

3 

3 

0 

0 

0 

0 

1/2/90-1/1/91 

6 

6 

4 

3 

0 

0 

0 

0 

1/2/91-1/1/92 

6 

6 

5 

3 

0 

0 

0 

0 

1/2/92-1/1/93 

6 

6 

* 

3 

0 

0 

0 

0 

1/2/93-1/1/94 

7 

6 

* 

4 

0 

0 

0 

0 

1/2/94-1/1/95 

8 

6 

* 

5 

0 

0 

0 

0 

1/2/95-1/1/96 

9 

6 

* 

* 

0 

0 

0 

0 

1/2/96-1/1/97 

10 

7 

* 

* 

0 

0 

3 

3 
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Column  I      Column  II      Column  III     Column  IV 
Individual's 

Date  of  Birth  Men     women         Men     Women  Men     Women  Men     Women 


1/2/97-1/1/98 

11 

8 

1/2/98-1/1/99 

12 

9 

1/2/99-1/1/00 

13 

10 

1/2/00-1/1/01 

14 

11 

1/2/01-1/1/02 

15 

12 

1/2/02-1/1/03 

16 

13 

1/2/03-1/1/04 

17 

14 

1/2/04-1/1/05 

18 

15 

1/2/05-1/1/06 

19 

16 

1/2/06-1/1/07 

20 

17 

1/2/07-1/1/08 

21 

18 

1/2/08-1/1/09 

22 

19 

1/2/09-1/1/10 

23 

20 

0 

0 

6 

0 

0 

9 

0 

0 

12 

0 

0 

* 

0 

0 

* 

0 

0 

* 

6 

6 

* 

9 

9 

* 

12 

12 

* 

15 

15 

* 

18 

* 

* 

21 

* 

* 

* 

* 

* 

*  Provision  becomes  ineffective  since  it  requires  as  many  quarters  of  coverage  as  tfie 
regular  fully   insured  status  provisions   in   column   I. 

218.  The  following  llsting  shows  the  kind  of  insured  status 
required  for  each  social  security  benefit,  and  for  hospital  in- 
surance protection. 


Monthly  social  security  benefits  can  be  paid 
to: 

A  retired  worker  age  62  or  over 

A  retired  worker  who  has  attained  age  72  be- 
fore 1969  and  has  less  than  6  quarters 
of  coverage 

A  disabled  worker  under  age  65 


A   blind   worker   disabled    before   age    31 


The  wife  of  a  person  entitled  to  disability 
or  retirement  insurance  benefits,  if  she 
is: 

(a)  Age  62  or  over  (may  be  divorced  wife 
in  certain  circumstances;  see  §  311); 
or 

(b)  Caring  for  a  child  entitled  to  benefits 
if  under  age  18  or  disabled. 

A  wife,  who  has  attained  age  72  before  1969, 
of  a  person  entitled  to  retirement  insur- 
ance benefits 


//  the  worker  is: 
Fully   insured. 
"Transitionally"  insured. 


Would  have  been  fully  insured  had 
he  attained  age  65  (62  if  a 
woman)  and  has  20  quarters  of 
coverage  out  of  the  40  calendar 
quarters  ending  with  the  quarter 
in  which  the  disability  began. 

Has  quarters  of  coverage  in  one-half 
of  the  quarters  elapsing  in  the 
period  after  attaining  age  21  and 
up  to  and  including  the  quarter 
of  becoming  disabled,  but  not  less 
than  6  (see  §  211). 

Fully  insured  or  insured  for  disability 
benefits,  whichever  is  applicable, 
as  shown  above. 


'Transitionally"  insured. 
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Monthly  social  security  benefits  can  be  paid 
to: 

A  dependent,  unmarried  child  of  a  person 
entitled  to  disability  or  retirement  in- 
surance benefits  if  the  child  is: 

(a)  Under  age  18;  or 

(b)  Age  18  or  over  but  under  22,  if  at- 
tending school  full  time;  or 

(c)  Age  18  or  over  and  under  a  disability 
which  began  before  the  child  reached 
age   18. 

The  dependent  husband,  age  62  or  over,  of 
a  woman  entitled  to  disability  or  retire- 
ment insurance  benefits. 


A  widow  age  60  or  over 

A  widow  and,  under  certain  conditions,  a 
surviving  former  wife  who  has  been  di- 
vorced from  the  deceased  worker,  if  the 
widow  or  former  wife  is  caring  for  a 
child  entitled  to  benefits  if  under  18  or 
disabled. 

A  widow  who  has  attained  age  72  before  1969 

A  dependent,  unmarried  child  of  a  deceased 
worker  if  the  child  is: 

(a)  Under  age   18;   or 

(b)  Age  18  or  over  but  under  22,  if  at- 
tending school  full  time;  or 

(c)  Age  18  or  over  and  under  a  disability 
which  began  before  the  child  reached 
age  18. 

The  dependent  widower  age  62  or  over  of  a 
deceased  woman  worker. 

The  dependent  parents  age  62  or  over  of  the 
deceased  worker. 


//  the  worker  is: 

Insured  for  retirement  or  disability 
benefits,  whichever  is  applicable 
as  shown  above. 


Currently  insured  in  addition  to  the 
requirements  listed  above  for  a 
retired  or  disabled  worker,  which- 
ever is  applicable. 

Fully  insured. 

Either  fully  or  currently  insured. 


"Transitionally"  insured. 

Either  fully  or  currently  insured. 


Both  fully  and  currently  insured. 
Fully  insured. 


A  special  monthly  cash  payment  can  be  made 

to: 
A  person  age  72  or  over  who  is  not  insured 

for  regular  social  security  benefits 


7/  the  person: 

Attains  age  72  before  1968  or,  if  he 
attains  72  after  1967,  has  at  least 
3  quarters  of  coverage  for  each 
calendar  year  elapsing  after  1966 
and  before  the  year  he  attains 
age  72. 


The  lump-sum  death  payment  is  payable: 

(a)  To  the  widow  (or  widower),  if  living 
in  the  same  household  with  the 
worker  at  the  time  the  worker  died; 
or 

(b)  To  the  funeral  home  or  to  the  per- 
son who  paid  the  deceased's  burial 
expenses,  if  there  is  no  eligible 
widow  or  widower. 


//   the  worker  is: 

Either  fully  or  currently  insured. 
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Hospital   insurance   protection   can    be   pro- 
vided to: 
A  person  age  65  or  over,  if  he  is: 

(a)  Entitled  to  monthly  social  security 
benefits;  or 

(b)  Meets  definition  of  "qualified  rail- 
road retirement  beneficiary";  or 

(c)  Insured  for  hospital  insurance  pro- 
tection under  a  special  provision  in 
the  law  (§  215). 
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Chapter  3 


Cash  Retirement  and  Auxiliary 
Benefits;  Special  Age  72  Payments 


300.  General 

301.  Retirement  insurance  benefit. 

302.  Amount  of  retirement  insurance  benefit. 

303.  When  retirement  benefits  not  payable. 

304.  Termination  of  retirement  insurance  benefits. 

305.  Wife's  insurance  benefits. 

306.  Wife  defined. 

307.  Common-law  marriage. 

308.  Effect  of  divorce. 

309.  Remarriage. 

310.  Last  marriage  usually  presumed  valid. 

311.  Entitlement  of  divorced  wife. 

312.  Having  a  child  "in  her  care"  defined. 

313.  Exercise  of  parental  control  and  responsibility. 

314.  Rendition  of  personal  services. 

315.  Mother  cannot  meet  "in  her  care"  requirements. 

316.  Temporary  separations. 

317.  Separation  due  to  mother's  employment. 

318.  Separation  due  to  child's  school  attendance. 

319.  Separation  due  to  physical  illness  or  disability. 

320.  Amount  of  wife's  insurance  benefit. 

321.  When  wife's  insurance  benefit  not  payable. 

322.  Termination  of  wife's  insurance  benefits. 

323.  Husband's  insurance  benefits. 

324.  Husband  defined. 

325.  Requirement  of  furnishing  at  least  one-half  the  support  of  another. 

326.  Support  for  less  than  12  months. 

327.  What  items  are  counted. 

328.  Points  at  which  support  requirement  must  be  met. 

329.  When  evidence  of  support  must  be  submitted. 

330.  Amount  of  husband's  insurance  benefit. 

331.  When  husband's  insurance  benefit  not  payable. 

332.  Termination  of  husband's  insurance  benefits. 

333.  Child's  insurance  benefits. 

334.  Child  defined. 

335.  Legitimacy  of  children. 

336.  Legitimation  or  acknowledgment  of  children. 

337.  Person  who  may  be  deemed  to  be  "child." 

338.  Legally  adopted  children. 

339.  Inheritance  rights  of  adopted  children. 

340.  Stepchild-stepparent  relationship. 

341.  When  child  is  deemed  to  be  "stepchild." 

342.  Dependency  requirements  for  child  beneficiaries. 

343.  Dependency  upon  father  or  legally  adopting  father. 

344.  Dependency  upon  stepfather. 

345.  Dependency  upon  mother  or  legally  adopting  mother. 

346.  Dependency  upon  stepmother. 
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347.  When  child  must  be  dependent  upon  insured  parent. 

348.  Amount  of  child's  insurance  benefit. 

349.  When  child's  insurance  benefit  not  payable. 

350.  Termination  of  child's  insurance  benefits. 

351.  Reentitlement  of  student  to  child's  benefits. 

352.  Termination  of  reentitlement. 

353.  Educational  institution  defined. 

354.  Full-time  student  defined. 

355.  Benefits  for  4  months  or  less  of  nonattendance  at  school. 

356.  Special  monthly  cash  payment  at  age  72. 

357.  Application  requirement. 

358.  Special   payment  not  made   if  individual  receives  money   public  assistance 
payments. 

359.  Special  payment  must  be  reduced  by  amount  of  periodic  payment  under  gov- 
ernmental pension  system. 

300.  Monthly  cash  retirement  insurance  benefits  (also  called 
old-age  insurance  benefits)  may  be  payable  to  an  individual  age  62 
or  over  under  the  conditions  in  §§  301-304  below.  Additional 
monthly  benefits,  called  auxiliary  benefits,  may  be  payable  to  other 
persons  based  on  the  earnings  record  of  the  retirement  insurance 
beneficiary  as  follows: 

A.  Monthly  wife's  insurance  benefits   (§§  305-322); 

B.  Monthly  husband's  insurance  benefits    (§§  323-332);  and 

C.  Monthly  child's  insurance  benefits  (§§  333-355). 

These  auxiliary  benefits  may  also  be  payable  on  the  earnings  rec- 
ord of  an  individual  entitled  to  a  disability  insurance  benefit.  (See 
chapter  5.) 

301.  A  WORKER  IS  entitled  to  retirement  insurance  benefits  if: 

A.  He  either: 

1.  Has  reached  age  62  and  is  fully  insured,  or 

2.  Has  reached  age  72  and,  even  though  not  fully  insured, 
he  meets  the  transitional  insured  status  requirements  dis- 
cussed in  §§  208  and  209;  and 

B.  He  has  filed  an  application  for  retirement  insurance  benefits. 

An  application  is  not  required  if  the  claimant  is  entitled  to  dis- 
ability insurance  benefits  for  the  month  before  the  month  in  which 
he  or  she  reaches  age  65.  The  disability  insurance  benefit  is  ended 
and  the  retirement  insurance  benefit  is  begun  automatically. 

If  the  requirements  of  (A)(1)  or  (A)(2)  were  met  before  the 
month  in  which  the  application  is  filed,  the  worker  may  be  entitled 
to  retirement  insurance  benefits  retroactively  to  the  first  month  in 
which  those  requirements  were  met— hut  not  more  than  12  months 
before  the  month  in  which  the  application  is  filed.  However,  en- 


titlement  for  a  worker  qualified  only  under  (A)  (2)  cannot  be  retro- 
active to  any  month  before  September  1965. 

See  §  356  for  a  special  monthly  cash  payment  for  certain  unin- 
sured persons  age  72  or  older. 

302.  The  retirement  insurance  benefit  rate  is  equal  to  the  pri- 
mary insurance  amount— the  basis  for  all  benefits,  except  that  a 
special  benefit  amount  of  $35  is  payable  to  a  person  entitled  only 
under  §  301  (A)  (2)  above.  (See  chapter  7  for  the  methods  of  deter- 
mining a  person's  primary  insurance  amount.) 

A  worker  between  the  age  of  62  and  65,  and  otherwise  eligible  for 
retirement  insurance  benefits,  can  choose  to  receive  a  reduced  bene- 
fit or  he  can  wait  imtil  he  is  65  and  receive  his  full  retirement  in- 
surance benefit  rate.  If  he  chooses  to  receive  and  does  receive  his 
benefit  for  one  or  more  months  before  he  is  age  65: 

A.  The  benefit  rate  which  he  would  ordinarily  receive  at  age  65 
is  reduced  by  a  certain  percentage  for  each  month  that  he  is 
under  age  65  as  explained  in  §§  726-731;  and 

B.  A  reduced  benefit  rate  will  be  paid  even  after  he  reaches 
age  65. 

303.  Retirement  insurance  benefits  may  not  be  payable  or 
MAY  BE  payable  ONLY  IN  PART  IF  the  worker: 

A.  Earns  over  $1,500  a  year  ($1,200  for  years  before  1966);  or 

B.  Is  deported;  or 

C.  Is  an  alien  living  outside  the  U.S.  for  6  months  or  more;  or 

D.  Has  waived  his  rigiit  to  benefits  by  reason  of  his  membership 
in  a  recognized  religious  sect  which  is  conscientiously  op- 
posed to  the  acceptance  of  social  security  benefits  and  other 
types  of  insurance.  In  this  situation,  the  worker  must  have 
been  granted  exemption  from  paying  the  self-employment  tax 
contribution. 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18;  see  §§  1128  and  1129  for  discussion  of  waiver  in  (D) 
above. 

304.  Retirement  insurance  benefits  end  with  the  beneficiary's 
death.  No  retirement  insurance  benefit  can  be  paid  for  the  month 
of  death.  However,  survivor  benefits  may  be  payable  to  the  insured 
person's  survivors  beginning  with  the  month  of  his  death  unless: 

A.  He  has  effectively  waived  his  right  to  benefits  because  of 
religious  conviction  (§  1128);  or 
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B.  He  has  qualified  under  §  301  (A)  (2)  only  for  the  |35  retire- 
ment insurance  benefit,  in  which  case  benefits  may  be  payable 
to  his  widow  only. 

305.  A  WIFE  IS  ENTITLED  TO  WIFE's  INSURANCE  BENEFITS  On  her  huS- 

band's  social  security  record  if: 

A.  Her  husband  is  entitled  to  retirement  or  disability  insurance 
benefits;  and 

B.  She  has  filed  an  application  for  wife's  benefits;  and 

C.  She  is  not  entitled  to  a  retirement  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  equal  to  or 
larger  than  one-half  of  her  husband's  primary  insurance 
amount;  and 

D.  She  is  age  62  or  over,  or  has  in  her  care  a  child  under  age 
18  or  disabled  entitled  to  benefits  on  her  husband's  social 
security  record;  and 

E.  She  meets  one  of  the  following  conditions: 

1.  She  has  been  married  to  her  husband  for  at  least  1  year 
just  before  she  filed  her  application  for  benefits;  or 

2.  She  is  the  mother  of  her  husband's  son  or  daughter.  This 
requirement  is  met  if  she  has  borne  her  husband  a  live 
child  (though  the  child  need  not  still  be  living  when  she 
applies  for  benefits);  or 

3.  She  was  entitled  or  potentially  entitled  to  wife's,  widow's, 
parent's  or  childhood  disability  benefits  in  the  month 
before  the  month  she  married  her  husband.  A  wife  is 
"potentially  entitled"  if  she  meets  all  requirements  for 
entitlement  other  than  the  filing  of  an  application  and, 
in  the  case  of  widow's  benefits,  has  attained  age  60;  in 
the  case  of  parent's  benefits,  has  attained  age  62;  or 

4.  She  was  entitled  or  potentially  entitled  to  a  widow's,  par- 
ent's or  childhood  disability  annuity  under  the  Railroad 
Retirement  Act  in  the  month  before  the  month  she  mar- 
ried her  husband. 

306.  A  CLAIMANT  IS  THE  WIFE  OF  THE  INSURED  PERSON  IF: 

A.  Under  applicable  law  it  would  be  found  that  at  the  time  she 
applied  for  benefits: 

1.  She  and  the  insured  person  were  validly  married;  or 

2.  She  would  have  the  status  of  wife  with  respect  to  the  tak- 
ing of  intestate  personal  property;  or 
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B.  She  entered  into  a  ceremonial  marriage  with  the  insured  per- 
son which  was  invalid  under  applicable  law  because  of  an 
impediment  resulting  from  a  prior  marriage  or  its  dissolution, 
or  a  defect  in  the  procedure  followed  in  connection  with  the 
purported  marriage,  provided: 

1.  She  married  him  in  good  faith,  not  knowing  of  any  im- 
pediment at  the  time  of  the  marriage;  and 

2.  She  was  living  with  him  in  the  same  household  when  she 
applied  for  benefits;  and 

3.  There  is  no  other  person  who  is  or  was  entitled  to  monthly 
insurance  benefits  on  his  earnings  record  as  his  wife,  and 
who  still  has  status  as  his  wife. 

Applicable  law  is  that  law  which  would  be  applied  by  the  courts 
of  the  State  in  which  the  insured  person  was  domiciled  when  the 
claimant  applied  for  benefits;  or  of  the  District  of  Columbia  if  he 
was  not  then  domiciled  in  any  State. 

307.  A  COMMON-LAW  MARRIAGE  IS  onc  which  was  not  solemnized 
by  either  a  religious  or  civil  ceremony,  but,  in  certain  States,  may 
be  entered  into  by  the  mutual  agreement  of  a  man  and  woman  to 
be  married  for  the  rest  of  their  lives.  Most  States  (even  those  in 
which  a  man  and  woman  could  not  enter  into  a  valid  common-law 
marriage)  will  recognize  a  common-law  marriage  validly  entered 
into  in  another  State,  provided  that  the  marriage  of  the  parties  is 
not  repugnant  to  the  morals  and  public  policy  of  the  State  or,  in 
some  States,  provided  that  the  marriage  was  not  contracted  else- 
where for  the  purpose  of  evading  the  marriage  laws  of  the  State. 

The  basic  requirements  for  a  valid  common-law  marriage  (in 
addition  to  other  requirements  in  some  States)  are  that  both  parties 
must: 

A.  Be  legally  capable  of  contracting  a  valid  marriage  with  each 
other;  and 

B.  Mutually  agree,  in  a  State  which  permits  nonceremonial  mar- 
riages to  arise,  to  take  each  other  as  husband  and  wife  at  once 

(and  not  at  some  time  in  the  future). 

308.  A  DECREE  OF  DIVORCE,  in  some  States,  immediately  returns  the 
parties  to  the  status  of  single  persons  without  restriction  as  to  re- 
marriage. In  other  States,  while  the  parties  are  no  longer  husband 
and  wife  after  the  judgment  of  divorce,  they  are  prohibited  by  the 
law  of  the  State  or  by  the  decree  of  divorce,  from  remarrying  for 
certain  periods,  e.g.,  during  a  stated  waiting  period,  or  in  the  case 
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of  a  party  guilty  of  adultery,  during  the  lifetime  of  the  former 
spouse.  In  still  other  States,  the  dissolution  of  the  marriage  is  post- 
poned for  a  stated  period  following  the  judgment  of  divorce  and 
sometimes  additional  action  is  required  by  the  parties  and/or  the 
court  to  make  it  final  and  thereby  dissolve  the  marriage.  In  some 
States,  a  restriction  may  be  imposed  against  the  remarriage  of  the 
guilty  party,  even  after  the  divorce  has  become  final. 

309.  A  REMARRIAGE   BEFORE   THE   PRIOR   MARRIAGE   IS   DISSOLVED   bc- 

cause  its  dissolution  is  postponed  until  the  lapse  of  a  prescribed 
period  after  a  judgment  or  interlocutory  decree  of  divorce,  is  gen- 
erally held  to  be  void.  This  is  true  no  matter  where  the  remarriage 
is  entered  into  since  one  of  the  parties  at  the  time  of  the  remarriage 
did  not  have  the  status  of  an  unmarried  person. 

A  remarriage  in  violation  of  a  restriction  against  remarriage  after 
a  divorce  dissolving  the  prior  marriage  becomes  final  is  generally 
held  to  be  void  by  the  State  imposing  the  restriction  if  the  re- 
marriage was  entered  into  within  that  State.  However,  if  the  re- 
marriage was  entered  into  in  another  State,  it  generally  is  considered 
valid  in  all  States  unless: 

A.  The  State  of  divorce  or  the  State  of  remarriage  denies  recogni- 
tion to  a  marriage  contracted  by  a  party  who  goes  to  another 
State  to  avoid  the  restrictions;  or 

B.  The  State  of  remarriage  prohibits  marriages  of  residents  of 
other  States  which  would  be  void  if  contracted  in  the  individ- 
ual's home  State. 

310.  The  last  of  several  conflicting  marriages  is  the  one  pre- 
sumed to  be  valid  in  most  States  in  the  absence  of  evidence  to  the 
contrary.  However,  this  does  not  mean  that  evidence  of  the  last 
marriage  alone  is  enough  to  establish  the  termination  of  the  prior 
marriage.  Reasonable  efforts  must  be  made  to  obtain  sufficient  evi- 
dence and  information  to  permit  a  determination  to  be  made  on  the 
facts.  All  leads  must  be  exhausted.  The  presumption  in  use  in  the 
particular  State  can  be  applied  only  if  enough  evidence  cannot  be 
obtained  to  determine  whether  or  not  the  prior  marriage  was 
terminated. 

311.  A  divorced  wife  is  entitled  to  wife's  insurance  benefits  on 
her  divorced  husband's  social  security  record  if: 

A.  Her  divorced  husband  is  entitled  to  retirement  or  disability 
insurance  benefits;  and 
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B.  She  has  filed  an  application  for  wife's  benefits;  and 

C.  She  is  not  entitled  to  a  retirement  or  disability  insurance 
benefit  based  on  a  primary  insurance  amount  which  equals 
or  exceeds  one-half  the  primary  insurance  amount  of  her 
divorced  husband;  and 

D.  She  is  age  62  or  over;  and 

E.  She  is  not  married;  and 

F.  She  had  been  married  to  him  for  20  years  immediately  be- 
fore the  date  the  divorce  became  effective;  and 

G.  She  was  receiving  at  least  one-half  of  her  support  from  her 
divorced  husband,  or  was  receiving  substantial  contributions 
from  him  under  a  written  agreement,  or  there  was  in  effect  a 
court  order  for  substantial  contributions  from  him  at  one  of 
certain  specified  times.  If  her  divorced  husband  had  a  period 
of  disability  which  did  not  end  before  he  became  entitled  to 
monthly  retirement  or  disability  benefits,  the  specified  times 
are  the  beginning  of  the  period  of  disability  or  the  time  he 
became  entitled  to  the  monthly  benefits.  The  specified  time 
if  he  did  not  have  such  a  period  of  disability,  is  the  time  he 
became  entitled  to  retirement  insurance  benefits. 

312.  Having  a  child  in  her  care  is  a  basic  requirement  for  some 
benefits,  including  wife's  benefits  for  a  wife  under  age  62  and  for  a 
wife  under  age  65  who  has  not  elected  to  receive  reduced  benefits. 
"In  her  care"  means  that  the  mother: 

A.  Exercises  parental  control  and  responsibility  for  the  welfare 
and  care  of  a  child  under  age  18  or  a.  mentally  incompetent 
child  age  18  or  over;  or 

B.  Performs  personal  services  for  a  disabled  mentally  competent 
child  18  years  of  age  or  over. 

The  mother  may  be  exercising  parental  responsibility  or  perform- 
ing personal  services  alone  or  jointly  with  the  child's  father.  When  a 
mother  is  found  to  have  a  child  under  age  18  in  her  care  and  the 
child  continues  to  be  entitled  to  benefits  after  reaching  age  18  be- 
cause of  a  disability,  the  mother  must  re-establish  that  the  child  is  in 
her  care  by  showing  that  she  performs  personal  services  for  the  child. 

A  wife,  widow  or  surviving  divorced  mother  does  not  meet  the  "in 
her  care"  requirement  if  the  child  is  18  or  over  and  is  entitled  to 
child's  benefits  solely  because  of  full-time  attendance  at  school.  (See 
§  315  below.) 
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313.  To   BE   EXERCISING    "PARENTAL    CONTROL   AND   RESPONSIBILITY" 

the  claimant  must: 

A.  Display  a  strong  interest  in  the  proper  rearing  of  the  child; 

B.  Supervise  the  child's  activities; 

C.  Participate    in    the    important   decisions    about    the    child's 
physical  needs  and  mental  development;  and 

D.  Measurably  control  the  child's  upbringing  and  development. 
This  parental  responsibility  can  be  exercised  directly,  as  when  the 

mother  and  child  are  living  together,  or  indirectly  by  instructing  the 
child's  custodian  (whether  individual  or  institution)  and  insuring 
that  the  instructions  are  carried  out.  In  any  case,  the  mother  must 
be  doing  more  than  just  providing  for  the  child's  food  and  shelter. 

314.  The  "personal  services"  required  to  establish  "in  her  care" 
where  the  child  is  18  years  of  age  or  over  must  be  performed  reg- 
ularly. They  must  be  in  addition  to  any  routine  household  services 
ordinarily  performed  for  any  other  adult  member  of  the  household. 
Thus,  nursing  care,  feeding,  or  dressing  would  constitute  personal 
services,  as  would  the  direction  or  supervision  of  the  activities  of  a 
child  who  is  unable  to  manage  his  own  funds  or  can  do  so  only  with 
considerable  help  and  guidance.  The  mother  is  considered  to  be 
performing  personal  services  when  her  presence  is  required  by  the 
nature  of  the  child's  disability. 

315.  A  mother  cannot  meet  the  "in  her  care"  requirements 
(whether  based  on  "parental  control  and  responsibility"  or  "per- 
sonal services")  if: 

A.  The  child  is  in  the  Armed  Forces;  or 

B.  The  child  is  18  or  over  and  is  entitled  to  benefits  because  he 
is  attending  school  full  time;  or 

C.  The  mother  and  child  are  not  living  together  and  either: 

1.  The  child  is  living  with  the  father;  or 

2.  The  mother  is  mentally  incompetent;  or 

3.  The  child  was  removed  from  the  mother's  custody  and 
control  by  court  order;  or 

4.  The  mother  has  given  up  her  right  to  custody  and  control 
of  the  child  to  some  other  person  or  agency;  or 

5.  The  separation  is  for  a  period  of  more  than  6  months  and 
the  child  is  18  or  over  and  disabled  but  is  mentally 
competent. 
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316.  A  TEMPORARY  SEPARATION  does  not  prevent  a  finding  that  the 
child  was  in  the  care  of  the  mother  during  the  separation  if: 

A.  The  child  was  in  her  care  when  they  were  living  together;  and 

B.  The  child  customarily  lives  with  the  mother;  and 

C.  None  of  the  factors  in  §  315  exist. 

317.  When  a  mother's  employment  is  the  reason  for  separation 
of  a  mother  and  child  under  age  18  (or  mentally  incompetent  child 
18  or  over),  the  mother  may  be  found  to  have  the  child  in  her  care  if: 

A.  The  separation  is  expected  to  be  temporary;  or 

B.  The  separation  is  of  uncertain  duration  but  the  mother  exer- 
cises parental  responsibility  for  the  child's  welfare  and  makes 
substantial  contributions  to  the  child's  support. 

318.  When  the  child's  school  attendance  is  the  reason  for 
separation  of  a  mother  and  child  under  age  18,  the  mother  may  be 
found  to  have  a  child  in  her  care  if: 

A.  The  child  is  not  under  the  exclusive  control  and  jurisdiction 
of  the  school;  and 

B.  The  child  spends  an  annual  vacation  of  at  least  30  days  with 
the  mother  (unless  it  is  not  feasible  for  the  child  to  return 
home  during  vacation). 

If  the  child's  mother  is  separated  from  her  husband,  she  may  be 
found  to  have  a  child  in  her  care  if  the  child  normally  returns  to 
her  during  vacations;  and  the  school  authorities  look  to  her  when 
they  have  a  question  concerning  the  child's  welfare. 

319.  When  physical  illness  or  disability  of  either  mother  or 
CHILD  is  the  reason  for  separation  of  a  mother  and  a  child  under  age 
18,  the  mother  may  be  found  to  have  a  child  in  her  care  if  she  is 
in  fact  supervising  the  child's  activities  and  participating  in  the  im- 
portant decisions  about  the  child's  physical  and  mental  needs 
through  the  custodian. 

320.  The  wife's  insurance  benefit  is  one-half  of  her  husband's 
primary  insurance  amount.  If  he  is  entitled  only  on  the  basis  of  a 
transitional  insured  status  to  the  $35  retirement  insurance  benefit 
at  age  72  or  over,  her  benefit  amount  is  $17.50  at  age  72,  if  she  at- 
tains age  72  before  1969. 

The  benefit  paid  to  the  wife  may  be  less  than  one-half  of  her 
husband's  primary  insurance  amount,  however,  if: 
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A.  The  "family  maximum"  applies  (see§§  733-735  for  an  ex- 
planation of  reduction  in  benefit  rates  because  of  this  pro- 
vision); or 

B.  She  is  entitled  to  a  retirement  or  disability  insurance  benefit 
which  is  smaller  than  her  wife's  benefit  rate  (only  the  differ- 
ence between  her  retirement  or  disability  benefit  and  her 
wife's  benefit  rate  is  paid  as  a  wife's  insurance  benefit);  or 

C.  Her  wife's  benefit  is  reduced  (see  §§  726  ff.  for  an  explana- 
tion of  how  the  reduced  rate  is  figured). 

If  a  woman  chooses  to  receive,  and  is  paid,  a  reduced  wife's  benefit 
for  months  before  age  65,  she  cannot  be  entitled  to  the  wife's  full 
benefit  rate  upon  reaching  age  65.  A  reduced  benefit  rate  is  payable 
for  as  long  as  she  remains  entitled  to  wife's  benefits.  For  possible 
adjustment  at  age  65,  see  §  731.  However,  if  her  husband  dies,  she 
will  be  entitled  to  the  full  widow's  benefit  rate,  if  she  is  age  62  or 
over,  despite  the  fact  that  she  received  reduced  wife's  benefits,  since 
the  widow's  benefit  is  not  subject  to  reduction  after  age  62. 

If  a  wife  has  in  her  care  her  husband's  child  under  age  18  or  dis- 
abled, who  is  entitled  to  child's  insurance  benefits,  her  wife's  bene- 
fits are  not  reduced. 

The  wife's  benefit  payable  to  a  divorced  wife  is  not  reduced  under 
the  "family  maximum"  provision  in  (A)  above. 

321.    Wife's  insurance  benefits  may  not  be  payable  or  may  be 
payable  only  in  part  if: 

A.  Some  or  all  of  the  worker's  retirement  insurance  benefits  are 
not  payable  because  he  worked  and  earned  over  $1,500  a  year 

(11,200  for  years  before  1966);  or 

B.  The  worker's  disability  insurance  benefit  is  not  payable  be- 
cause he  refused  to  accept  vocational  rehabilitation  services; 
or 

C.  She  works  and  earns  over  $1,500  a  year  ($1,200  for  years  be- 
fore 1966);  or 

D.  She  is  an  alien  and  has  lived  outside  the  U.S.  for  6  months  or 
more;  or 

E.  The  worker  is  deported  and  she  is  an  alien  living  outside  the 
U.S.;  or 

F.  She  is  a  wife  under  age  62  and: 

1.    Does  not  have  in  her  care  a  child  of  her  husband  under  age 
18  or  disabled,  who  is  entitled  to  child's  benefits;  or 
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2.    The  child  in  her  care  is  entitled  to  childhood  disability 
benefits  but  has  refused  to  accept  vocational  rehabilitation 
services. 
A  woman  between  62  and  65  years  of  age,  entitled  to  wife's  bene- 
fits because  she  has  such  child  in  her  care,  is  not  paid  any  benefits 
for  the  months  that  the  child  is  not  in  her  care.  She  may  be  paid  a 
reduced  benefit,  however,  if  she  files  a  "certificate  of  election"  to 
receive  the  reduced  benefit  for  those  months  in  which  the  child  is 
out  of  her  care.    (See  §  732  for  a  discussion  of  the  certificate  of 
election.) 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

322.    Wife's  insurance  benefits  end  when: 

A.  She  dies;  or 

B.  The  worker  dies  (in  this  case  she  may  be  entitled  to  widow's 
or  mother's  benefits);  or 

C.  The  worker's  entitlement  to  disability  insurance  benefits 
ends  and  he  is  not  entitled  to  retirement  insurance  benefits; 
or 

D.  She  is  under  age  62  and  there  no  longer  is  a  child  of  her 
husband  under  18  or  disabled  who  is  entitled  to  child's  in- 
surance benefits;  or 

E.  She  becomes  entitled  to  retirement  or  disability  insurance 
benefits  and  her  primary  insurance  amount  is  equal  to  or 
larger  than  one-half  of  her  husband's  primary  insurance 
amount;  or 

F.  In  the  case  of  a  wife,  she  and  her  husband  are  divorced,  unless: 

1.  She  had  already  attained  age  62,  when  divorce  became 
final;  and 

2.  She  and  her  former  husband  had  been  married  for  20 
years  immediately  before  the  date  the  divorce  became 
effective;  or 

G.  In  the  case  of  a  wife  who  qualified  for  benefits  only  under 
the  provisions  explained  in  §  306  (B),  either: 

1.  She  enters  into  a  valid  marriage  with  someone  other  than 
the  worker;  or 

2.  Monthly  benefits  are  awarded  on  the  same  earnings  ac- 
count to  another  person  who  qualifies  as  the  wife  of  the 
worker  under  the  conditions  in  §  306  (A). 

H.  In  the  case  of  a  divorced  wife,  she  marries  someone  other  than 
the  worker.  However,  her  wife's  benefit  will  not  be  terminated 
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by  marriage  to  an  individual  entitled  to  widower's  or  par- 
ent's monthly  benefits,  or  to  an  individual  age  18  or  over  who 
is  entitled  to  childhood  disability  benefits.  If  she  marries  the 
latter,  her  benefits  end  with  the  month  her  husband  ceases 
to  be  entitled  to  childhood  disability  benefits,  unless  his 
entitlement  is  ended  by  death, 
A  woman  is  not  entitled  to  wife's  insurance  benefits  for  the  month 
in  which  any  one  of  the  above  events  occurs. 

323.     A  HUSBAND  IS  ENTITLED  TO  HUSBAND's  INSURANCE  BENEFITS  OH 

his  wife's  social  security  record  if: 

A.  His  wife  is  entitled  to  retirement  or  disability  insurance  bene- 
fits; and 

B.  He  is  age  62  or  over;  and 

C.  His  wife  was  currently  insured  (see  §  210  for  points  at  which 
the  currently  insured  status  requirement  may  be  met);  and 

D.  He  was  receiving  at  least  one-half  of  his  support  from  his 
wife  at  one  of  the  times  described  in  §  328  ("one-half  sup- 
port" is  defined  in  §§  325-327);  and 

E.  He  has,  within  the  legal  time  limit,  filed  proof  that  he  was 
receiving  such  support  (see  §  329);  and 

F.  He  has  filed  an  application  for  husband's  benefits;  and 

G.  He  is  not  entitled  to  a  retirement  or  disability  insurance  bene- 
fit based  on  a  primary  insurance  amount  equal  to  or  larger 
than  one-half  of  his  wife's  primary  insurance  amount;  and 

H.    He  meets  one  of  the  following  conditions: 

1 .  He  is  the  father  of  her  son  or  daughter;  or 

2.  He  was  married  to  her  for  at  least  1  year  just  before  he 
filed  his  application  for  benefits;  or 

3.  He  was  entitled  or  potentially  entitled  to  widower's,  par- 
ent's, or  childhood  disability  benefits  in  the  month  before 
the  month  he  married  his  wife.  A  husband  is  "potentially 
entitled"  if  he  meets  all  requirements  for  entitlement 
other  than  the  filing  of  an  application  and  (in  the  case  of 
widower's  or  parent's  benefits)  the  attainment  of  age  62;  or 

4.  He  was  entitled  or  potentially  entitled  to  a  widower's, 
parent's,  or  childhood  disability  annuity  under  the  Rail- 
road Retirement  Act  in  the  month  before  the  month  he 
married  his  wife. 

The  requirements  in  (C),  (D),  and  (E)  above  do  not  apply  if  the 
husband  meets  the  requirements  in  either   (H)  (3)  or   (H)  (4). 
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324.  A  CLAIMANT  IS  THE  HUSBAND  OF  THE  INSURED  PERSON   IF: 

A.  Under  applicable  law  it  would  be  found  that  at  the  time  he 
applied  for  benefits: 

1.  He  and  the  insured  person  were  validly  married;  or 

2.  He  would  have  the  status  of  husband  with  respect  to  the 
taking  of  intestate  personal  property;  or 

B.  He  entered  into  a  ceremonial  marriage  with  the  insured 
person  which  was  invalid  under  applicable  law  because  of 
an  impediment  resulting  from  a  prior  marriage  or  its  dissolu- 
tion, or  a  defect  in  the  procedure  followed  in  connection  with 
the  purported  marriage,  provided: 

1.  He  married  her  in  good  faith,  not  knowing  of  any  impedi- 
ment at  the  time  of  the  marriage;  and 

2.  He  was  living  with  her  in  the  same  household  when  he 
applied  for  benefits;  and 

3.  There  is  no  other  person  who  is  or  was  entitled  to  monthly 
insurance  benefits  on  her  earnings  record  as  her  hus- 
band, and  who  still  has  status  as  her  husband. 

Applicable  law  is  that  law  which  would  be  applied  by  the  courts 
of  the  State  in  which  the  insured  person  was  domiciled  when  the 
claimant  applied  for  benefits;  or  of  the  District  of  Columbia  if  he 
was  not  then  domiciled  in  any  State. 

325.  A  WORKER  IS  FURNISHING  AT  LEAST  ONE-HALF  THE  SUPPORT  OF 

ANOTHER  IF  he  is  making  regular  contributions  to  such  support  to 
the  extent  of  one-half  or  more  at  the  time  the  one-half  support  re- 
fjuirement  must  be  met.  (See  §  328  for  a  husband;  §  413  for  a 
widower;  §  347  for  a  child;  §  423  for  a  surviving  divorced  mother; 
and  §  430  for  a  parent,  as  to  when  the  support  requirement  must  be 
met.)  Contributions  as  used  here  means  contributions  actually  pro- 
vided by  the  contributor  from  his  own  property  or  funds.  In  deter- 
mining whether  such  contributions  were  being  made  at  the  time 
the  one-half  support  requirement  must  be  met,  consideration  will 
be  given  to  the  facts  relating  to  the  claimant's  total  support  during 
a  reasonable  period  preceding  that  time. 

Ordinarily,  a  period  of  12  months  is  considered  a  reasonable 
period  for  purposes  of  determining  whether  the  one-half  support 
requirement  is  met.  If  the  worker  voluntarily  stopped  contributing 
before  the  time  the  support  requirement  must  be  met,  he  is  not 
considered  to  have  been  contributing  one-half  of  the  claimant's 
support. 
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326.  Less  than  12  months  may  be  a  reasonable  period  when: 

A.  The  worker  had  contributed  at  least  one-half  the  claimant's 
support  for  a  minimum  of  3  months  of  this  12-month  period 
but  untoward  circumstances  (such  as  illness  or  unemploy- 
ment) prevented  him  from  making  further  contributions;  or 

B.  The  worker  had  started  contributing  one-half  the  claimant's 
support  a  short  time  before  the  support  requirement  must 
be  met  and  intended  to  do  so  on  a  permanent  and  continuing 
basis. 

If  the  claimant  began  supporting  himself  or  someone  else  assumed 
(on  a  permanent  and  continuing  basis)  the  burden  of  furnishing 
more  than  one-half  the  claimant's  support  after  the  worker  stopped 
contributing  because  of  untoward  circumstances,  then  it  cannot  be 
found  that  the  worker  was  contributing  more  than  one-half  the 
claimant's  support. 

327.  The  term  "support"  includes  food,  clothing,  shelter,  medi- 
cal needs,  etc.,  necessary  for  a  person's  well  being.  All  items  re- 
ceived by  the  claimant  for  his  sustenance  during  the  12-month  pe- 
riod, whether  in  cash  or  food  and  clothing,  are  counted  in  deter- 
mining whether  he  received  at  least  one-half  of  his  support  from  the 
worker. 

328.  A  HUSBAND  must  have  been  receiving  at  least  one-half  of 
his  support  from  his  wife  at  one  of  the  following  times: 

A.  If  the  wife  is  entitled  to  disability  insurance  benefits,  the  hus- 
band must  have  been  receiving  at  least  one-half  of  his  support 
from  her  at: 

1.  The  beginning  of  her  period  of  disability;  or 

2.  The   time  she  became   entitled   to   disability   insurance 
benefits. 

B.  If  the  wife  is  entitled  to  retirement  insurance  benefits,  the 
husband  must  have  been  receiving  at  least  one-half  of  his 
support  from  her  at  the  time  she  became  entitled  to  such 
benefits.  In  addition,  the  points  in  (A)  (1)  and  (A)  (2)  may  be 
used  if  she  had  a  period  of  disability  or  was  entitled  to  dis- 
ability insurance  benefits  which  continued  until  her  entitle- 
ment to  the  retirement  insurance  benefits. 

329.  Evidence  of  support  must  be  filed  with  the  Social  Security 
Administration: 

50 


A.  Within  the  2-year  period  after  the  month  in  which  a  woman 
worker  became  entitled  to  retirement  insurance  benefits  (if 
the  support  requirement  was  met  at  the  time  she  became  en- 
titled to  such  benefits);  or 

B.  Within  the  2-year  period  after  the  month  in  which  the  woman 
worker  became  entitled  to  disability  insurance  benefits  (if 
the  support  requirement  was  met  at  the  time  she  became  en- 
titled to  such  benefits);  or 

C.  Within  the  2-year  period  after  the  month  in  which  the  woman 
worker  filed  her  application  to  establish  a  period  of  disability 

(if  the  support  requirement  had  been  met  as  of  the  time  the 
period  of  disability  began). 
Evidence  of  support  must  be  filed  within  the  appropriate  period 
even  though  the  husband  may  not  be  eligible  for  benefits  at  that 
time  (for  example,  he  is  not  then  62  years  of  age).  The  2-year  period 
may  be  extended  if  good  cause  for  failure  to  file  within  the  legal 
time  limit  is  established  (see  §§  1521  and  1522). 

330.  The  husband's  insurance  benefit  rate  is  equal  to  one-half  of 
his  wife's  primary  insurance  amount;  however,  the  husband's  bene- 
fit paid  to  him  may  be  less  if: 

A.  The  "family  maximum"  applies,  requiring  a  reduction  in  the 
total  benefits  that  may  be  paid.  (See  §§  733-735.) 

B.  He  is  entitled  to  a  retirement  benefit  which  is  smaller  than 
his  husband's  benefit  rate.  In  this  case  only  the  difference 
between  his  retirement  benefit  and  the  husband's  benefit  rate 
is  paid  as  a  husband's  insurance  benefit;  or 

C.  He  qualified  for  a  reduced  husband's  benefit  before  age  65. 

(See  §§  726-730  for  an  explanation  of  how  the  reduced  rate 
is  figured.) 
If  a  man  chooses  to  receive,  and  is  paid,  a  reduced  husband's 
benefit  for  months  before  age  65,  he  cannot  be  entitled  to  the  hus- 
band's  full  benefit  rate  upon  reaching  age  65.  A  reduced  benefit 
rate  is  payable  for  as  long  as  he  remains  entitled  to  husband's  bene- 
fits. (For  possible  adjustment  at  age  65,  see  §  731.)  However,  if  his 
wife  dies,  he  will  be  entitled  to  the  full  widower's  benefit  rate  de- 
spite the  fact  that  he  received  reduced  husband's  benefits,  since  the 
widower's  benefit  is  not  subject  to  reduction. 

331.  Husband's  insurance  benefits  may  not  be  paid  or  may  be 

PAID  ONLY  IN   part  IF: 
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A.  All  or  part  of  his  wife's  retirement  insurance  benefit  is  not 
payable  because  she  is  working  and  earning  over  $1,500  a 
year  ($1,200  for  years  before  1966);  or 

B.  His  wife's  disability  insurance  benefit  is  not  payable  because 
she  refused  to  accept  vocational  rehabilitation  services;  or 

C.  He  works  and  earns  over  $1,500  a  year  ($1,200  for  years  be- 
fore 1966);  or 

D.  He  is  an  alien  and  has  been  living  outside  the  U.S.  for  6 
months  or  more;  or 

E.  His  wife  has  been  deported  and  he  is  an  alien  and  living  out- 
side the  U.S. 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

332.  Husband's  insurance  benefits  end  when: 

A.  He  dies;  or 

B.  He  and  his  wife  are  divorced;  or 

C.  His  wife  dies  (he  may  then  be  entitled  to  widower's  benefits); 
or 

D.  His  wife's  entitlement  to  disability  insurance  benefits  ends 
and  she  is  not  entitled  to  retirement  insurance  benefits;  or 

E.  He  becomes  entitled  to  a  retirement  insurance  benefit  or  dis- 
ability insurance  benefit  based  on  a  primary  insurance  amount 
that  is  as  large  as  or  larger  than  one-half  of  his  wife's  primary 
insurance  amount. 

F.  In  the  case  of  a  husband  who  qualified  for  benefits  only  under 
the  provisions  explained  in  §  324  (B),  either: 

1.  He  enters  into  a  valid  marriage  with  someone  other  than 
the  worker;  or 

2.  Monthly  benefits  are  awarded  on  the  same  earnings  ac- 
count to  another  individual  ^vho  qualifies  as  the  husband 
of  the  worker  under  §  324  (A). 

He  is  not  entitled  to  a  husband's  insurance  benefit  for  the  month 
in  which  any  of  these  events  occurs. 

333.  A    CHILD   IS   ENTITLED   TO   CHILD's   INSURANCE    BENEFITS   On    the 

social  security  record  of  his  parent  if: 

A.  An  application  for  child's  insurance  benefits  is  filed;  and 

B.  The  child  is  (or  was)  dependent  upon  the  parent  (see  §§  342- 
347);  and 

C.  The  child  is  not  married;  and 
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D.  The  child  is: 

1.  Under  age  18;  or 

2.  Age  18  through  21  and  a  full-time  student;  or 

3.  Age  18  or  over  and  under  a  disability   (which  must  have 
begun  before  age  18);  and 

E.  The  parent: 

1.  Is  entitled  to  disability  insurance  benefits;  or 

2.  Is  entitled  to  retirement  insurance  benefits;  or 

3.  Died  and  was  either  fully  or  currently  insured  at  the  time 
of  death. 

334.    The  term  "child"  includes  the  insured  worker's: 

A.  Legitimate  child,  or  any  other  child  who  would  have  the  right 
under  applicable  State  law  to  inherit  intestate  personal  prop- 
erty from  the  insured  worker  as  his  child.  Applicable  State 
law  is  that  law  which  would  be  applied  by  the  courts  of  the 
State  in  which  the  insured  person  ^vas  domiciled  at  the  time 
the  claimant  filed  application  for  benefits  or,  if  the  insured 
^vas  not  then  domiciled  in  any  State,  then  by  the  courts  of 
the  District  of  Columbia. 

B.  Stepchild    (under  certain  circumstances;  see  §  340); 

C.  Legally  adopted  child  (see  §  338); 

D.  Child  of  ceremonial  marriage  entered  into  under  the  condi- 
tions explained  in  §  337  (A). 

E.  Illegitimate  child,  if  the  insured  male  worker: 


1.  Has  acknowledged  in  writing  that  the  child  is  his  son  or 
dausfhter;  or 

2.  Has  been  decreed  by  a  court  to  be  the  father  of  the  child; 
or 

3.  Has  been  ordered  by  a  court  to  contribute  to  the  support 
of  the  child  because  the  child  is  his  son  or  daughter;  or 

4.  Has  been  shown  by  satisfactory  evidence  to  be  the  child's 
biological  father,  and  was  living  with  or  contributing  to 
the  child's  support. 

The  acknowledgment,  court  decree,  or  court  order  in  (E)  (1),  (2), 
or  (3)  must  be  made:  not  less  than  1  year  before  a  retirement  in- 
surance beneficiary  became  entitled  to  retirement  insurance  bene- 
fits or  (if  earlier)  attained  age  65;  or,  before  the  most  recent  period 
of  disability  of  a  disability  insurance  beneficiary  (or  a  retirement 
insurance  beneficiary  -who  was  entitled  to  a  disability  insurance 
benefit  in  the  month  before  the  month  he  became  entitled  to  his 
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retirement  benefit);  or,  before  the  death  of  a  deceased  insured 
worker. 

A  child  who  meets  only  test  (E)  qualifies  no  earlier  than  Septem- 
ber 1965. 

335.  The  legitimacy  of  a  child  is  important  for  social  security 
purposes.  Under  the  laws  of  most  States,  an  illegitimate  child  has  the 
status  of  child  for  the  purposes  of  sharing  in  the  distribution  of  the 
intestate  personal  property  of  his  natural  mother,  but  does  not  have 
the  status  of  child  with  regard  to  the  estate  of  his  natural  father. 

To  determine  the  child's  legitimacy,  the  courts  of  a  State  usually 
will  look  to  the  law  of  the  State  in  which  the  parent  was  domiciled 
at  the  time  of  the  child's  birth  and  to  the  law  of  any  other  State 
under  which  the  child's  status  may  have  been  changed.  Thus,  even 
if  the  State  in  which  the  parent  is  domiciled  at  death  (or  when  the 
child  applies  for  benefits)  would  not  recognize  the  child  as  being 
legitimate  under  its  own  laws,  the  child  may  still  be  considered 
legitimate  if  he  was  born  in  some  other  State. 

A  child  conceived  or  horn  during  a  valid  marriage  is  presumed  in 
all  States  to  be  the  legitimate  child  of  the  husband  and  wife.  This 
presumption  may  be  overcome,  however,  under  certain  conditions. 
In  a  controversy  over  a  child's  legal  status  most  States  follow  the 
"Lord  Mansfield  Rule."  Under  this  rule,  neither  the  testimony  of 
the  child's  mother,  nor  the  testimony  of  the  man  who  was  her  hus- 
band at  the  time  that  the  child  was  conceived  or  bom,  can  be  ac- 
cepted to  disprove  the  child's  legitimacy. 

Void  marriage  statutes  may,  in  some  States,  provide  that  children 
of  void  marriages,  or  certain  types  of  void  marriages,  are,  neverthe- 
less, legitimate.  In  other  States,  the  child  of  a  void  marriage  may  be 
declared  legitimate  by  a  court  of  competent  jurisdiction. 

336.  A  child  not  born  in  legal  wedlock  may  be  able  to  inherit 
the  intestate  personal  property  of  his  natural  father  if  he  is  legiti- 
mated or  acknowledged  as  provided  by  the  applicable  State  law. 

A  child  is  legitimated,  that  is,  he  is  given  the  status  of  a  legitimate 
child,  if  the  acts  prescribed  by  State  law  for  legitimation  of  a  child 
have  been  performed. 

In  some  States,  a  child  may  acquire  rights  of  inheritance  without 
being  given  the  status  of  a  legitimate  child  only  if  certain  acts  pre- 
scribed by  State  law  are  performed  which  amount  to  acknowledg- 
ment of  paternity  of  the  child.  In  this  case,  the  child  must  have  been 
actually  dependent  upon  his  natural  father  to  be  entitled  to  benefits 
on  his  natural  father's  social  security  record  (see  §§  342-347). 
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The  effective  date  of  legitimation  of  a  child  may  be  important 
in  determining  when  a  child  may  become  entitled  to  social  security 
benefits.  In  most  States,  a  child  legitimated  after  birth  is  considered 
legitimate  from  birth.  In  other  States,  such  a  child  is  legitimate  only 
from  the  date  of  the  legitimating  act. 

337.  A  CHILD  IS  DEEMED  TO  BE  THE  "CHILD"  OF  THE  WORKER  IF  the 

child  is  the  son  or  daughter  of  the  worker  and: 

A,  The  worker  and  the  mother  or  father,  as  the  case  may  be,  went 
through  a  marriage  ceremony  resulting  in  marriage  between 
them  which  would  have  been  valid  except  for  an  impediment 
arising: 

1.  From  the  lack  of  dissolution  of  a  previous  marriage  or 
otherwise  arising  out  of  such  a  previous  marriage  or  its  dis- 
solution, or 

2.  From  a  procedural  defect  in  the  marriage;  or 

B.  The  child  may  be  considered  the  child  of  a  male  insured 
worker  under  the  conditions  set  forth  in  §  334  (E),  above. 

A  person  who  is  deemed  to  be  a  child  under  these  provisions  is 
considered  legitimate  for  the  purpose  of  determining  such  child's 
dependency  on  his  father. 

338.  A  LEGALLY  ADOPTED  CHILD  OF  THE  WORKER  MEANS,  in  addition 

to  a  child  actually  adopted  by  the  worker,  any  child  living  in  the 
worker's  home  at  the  time  of  the  worker's  death  who  is  legally 
adopted  by  the  worker's  surviving  spouse  within  2  years  after  the 
worker's  death;  provided  that  the  child  was  not,  at  the  time  of  the 
worker's  death  receiving  regular  and  substantial  contributions  to- 
ward his  support  from: 

A.  Someone  other  ihan  the  worker  or  the  worker's  spouse;  or 

B.  A  public  or  private  welfare  agency  Avhich  furnishes  services 
or  assistance  for  children. 

339.  The  right  of  an  adopted  child  to  inherit  from  his  nat- 
ural PARENTS  is  determined  as  follows:  Adoption  of  a  child  after  the 
death  of  the  child's  natural  parent  does  not  bar  the  child's  right  to 
inherit  from  the  deceased  natural  parent  under  the  intestacy  laws 
of  any  State.  Adoption  before  the  death  of  the  natural  parent,  how- 
ever, may  prevent  the  child  from  inheriting  from  his  natural  parent 
in  some  States. 

The  effective  date  of  an  adoption  decree  is  important  in  deciding 
when  an  adopted  child  may  become  entitled  to  benefits  and  also  in 

55 


deciding  when  an  entitled  child's  benefit  is  to  be  terminated  because 
of  adoption.  In  some  States,  both  an  interlocutory  and  final  decree 
ot  adoption  may  be  issued.  In  other  States,  only  one  decree  or  order 
is  issued.  The  effective  date  of  an  adoption  is  determined  by  the 
law  of  the  State  where  the  adoption  took  place. 

A  child  who  is  the  subject  of  an  unfulfilled  contract  to  adopt  may, 
in  most  States,  and  under  certain  conditions  have  the  status  of  a 
child  for  the  purpose  of  sharing  in  the  distribution  of  the  intestate 
personal  property  of  a  deceased  worker.  In  this  case,  the  child  has  the 
status  of  a  child  of  the  worker  for  social  security  purposes.  Generally, 
there  must  be: 

A.  An  expressed  or,  in  some  States,  implied  contract  for  the 
worker  to  adopt  the  child;  and 

B.  A  legal  consideration  for  the  worker's  promise  to  adopt;  and 

C.  In  some  States,  a  promise  to  give  the  child  inheritance  rights 
in  the  worker's  personal  property;  and 

D.  Surrender  of  the  child  to  the  worker;  and 

E.  Performance  by  the  child  under  the  contract. 

All  pertinent  documents  together  with  complete  and  detailed 
statements  of  the  parties  and  other  persons  having  knowledge  of  the 
facts,  setting  forth  full  information  about  the  factors  listed  above, 
must  be  submitted.  Each  case  of  this  type  must  be  handled  on  an 
individual  basis. 


340.     A     STEPCHILD-STEPPARENT     RELATIONSHIP      ARISES      WHEN      the 

worker: 

A.  Marries  the  child's  natural  parent;  or 

B.  Marries  the  child's  adopting  parent  after  the  adoption. 

Death  of  the  stepparent  does  not  end  the  relationship.  If  the  step- 
parent and  the  child's  natural  or  adopting  parent  are  divorced,  the 
stepparent-stepchild  relationship  does  end.  However,  in  either  case, 
there  is  no  termination  of  a  stepchild's  existing  established  entitle- 
ment to  child's  benefits  as  child  of  his  stepparent. 

A  stepchild  must  have  been  a  stepchild  of  the  parent  on  whose 
social  security  record  he  is  filing  for  benefits  for  at  least  1  year 
before  the  day  the  child's  application  is  filed  if  the  parent  is  alive. 
If  the  parent  is  deceased,  the  relationship  must  have  existed  for  at 
least  1  year  before  the  day  the  parent  died. 

The  evidence  required  to  establish  the  relationships  described 
above  is  set  forth  in  §§  1707-1714. 

56 


341.  A  CHILD  IS  DEEMED  TO  BE  THE  "stepchild"  of  the  worker  if  his 
father  or  adopting  father,  or  his  mother  or  adopting  mother,  went 
through  a  marriage  ceremony  with  the  worker  (who  is  not  his  par- 
ent or  adopting  parent)  resulting  in  a  marriage  between  them  which 
would  have  been  valid  except  for  an  impediment  arising: 

A.  From  the  lack  of  dissolution  of  a  previous  marriage  or  other- 
wise arising  out  of  such  a  previous  marriage  or  its  dissolution, 
or 

B.  From  a  procedural  defect  in  the  marriage. 

342.  A  CHILD  MUST  BE  DEPENDENT  UPON  HIS  INSURED  PARENT  in  Or- 
der to  qualify  for  benefits  on  his  parent's  social  security  record.  The 
factors  that  determine  whether  a  child  is  dependent  upon  a  parent 
vary,  depending  upon  whether  the  parent  is  the  natural  father  or 
mother,  the  legally  adopting  father  or  mother,  or  the  stepfather  or 
stepmother.  The  various  dependency  "tests"  are  set  out  in  §§  343- 
346. 

343.  A  CHILD  IS  DEPENDENT  UPON  HIS  FATHER  OR  LEGALLY  ADOPTING 

FATHER  if  the  parent  and  child  are  living  together  or  the  parent  is 
making  regular  and  substantial  contributions  to  the  child's  support. 
A  child  is  also  dependent  upon  his  father  or  legally  adopting  father 
even  though  they  are  not  living  together  and  though  the  parent  is 
not  contributing  to  the  child's  support,  unless: 

A.  The  child  has  been  legally  adopted  by  another  person;  or 

B.  The  child  is  not  the  worker's  legitimate  or  legally  adopted 
child. 

344.  A  CHILD  IS  DEPENDENT  UPON  HIS  STEPFATHER  IF: 

A.  The  stepfather  is  contributing  at  least  one-half  the  child's 
support;  or 

B.  The  child  is  living  with  his  stepfather. 

345.  A  CHILD  IS  DEPENDENT  UPON  HIS  MOTHER  OR  LEGALLY  ADOPTING 

MOTHER  regardless  of  ^vhether  they  are  living  together  or  whether 
she  is  contributing  to  the  child's  support  if  the  mother  or  legally 
adopting  mother  is  currently  insured. 

//  the  mother  or  legally  adopting  mother  is  not  currently  insured, 
the  child  is  dependent  on  her  only  if: 

A.  The  mother  or  legally  adopting  mother  is  contributing  at 
least  one-half  the  child's  support;  or 
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B.  The  child  is  neither  living  with  his  father  (or  adopting  father) 
nor  receiving  regular  and  substantial  contributions  to  his 
support  from  him,  and: 

1.  The  child  and  the  mother   (or  legally  adopting  mother) 
are  living  together;  or 

2.  The  mother  (or  legally  adopting  mother)  is  making  reg- 
ular and  substantial  contributions  to  the  child's  support: 

An  illegitimate  child's  dependency  on  his  mother  is  decided  under 
these  same  rules;  however,  the  fact  that  the  father  is  living  with  or 
contributing  to  the  support  of  an  illegitimate  child  does  not  de- 
feat dependency  on  the  mother  even  though  she  is  not  currently  in- 
sured, unless  the  child  can  share  in  the  distribution  of  personal 
property  from  his  father  under  the  intestacy  laws  of  the  State  in 
which  the  father  is  domiciled. 

346.  A  child's  dependency  upon  his  stepmother  is  determined 
under  the  same  rules  used  to  determine  the  child's  dependency 
upon  a  mother  or  legally  adopting  mother  who  is  not  currently  in- 
sured.  (See  §  345  (A)  and  (B).) 

347.  A  CHILD  MUST  BE  DEPENDENT  UPON   THE  INSURED  PARENT  AT  A 

SPECIFIC  TIME  as  sct  out  in  the  Social  Security  Act  (and,  as  of  this 
time,  must  also  have  the  status  of  a  "child,"  see  §  334).  The  time  as 
of  which  dependency  must  be  established  is  as  follows: 

A.  //  the  insured  parent  is  entitled  to  disability  insurance  bene- 
fits (or  to  retirement  insurance  benefits  immediately  after 
entitlement  to  disability  insurance  benefits),  the  child  must 
be  dependent  upon  him  at  one  of  the  following  points: 

1.  The  beginning  of  the  parent's  period  of  disability;  or 

2.  The  time  the  parent  became  entitled  to  disability  insur- 
ance benefits;  or 

3.  The  time  the  parent  became  entitled  to  retirement  insur- 
ance benefits;  or 

4.  The  time  the  application  for  child's  insurance  benefits  is 
filed. 

In  the  case  of  a  child,  other  than  the  parent's  natural  child 
or  stepchild,  adopted  by  the  parent  after  entitlement  to  dis- 
ability insurance  benefits,  these  points  of  time  may  be  used 
only  if: 

•  The  adoption  was  within  24  months  after  the  month  the 
parent  last  became  entitled  to  disability  insurance  bene- 
fits; and 
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•  The  adoption  proceedings  were  instituted  in  or  before 
the  first  month  of  the  parent's  period  of  disability  or  the 
child  was  living  with  him  in  such  month. 

B.  //  the  insured  parent  is  entitled  to  retirement  insurance 
benefits,  not  immediately  preceded  by  entitlement  to  dis- 
ability insurance  benefits,  the  child  must  be  dependent  on 
him  at  the  time  the  application  for  child's  insurance  benefits 
is  filed.  In  the  case  of  a  child,  other  than  the  parent's  natural 
child  or  stepchild,  adopted  by  the  parent  after  entitlement 
to  retirement  insurance  benefits  this  point  of  time  may  be 
used  only  if:  / 

•  The  adoption  was  within  24  months  after  the  month  the 
parent  became  entitled  to  retirement  insurance  benefits, 
unless  the  child  was  adopted  before  August  1966;  and 

•  The  adoption  proceedings  were  instituted  in  or  before 
the  month  the  parent  applied  for  retirement  benefits  or 
the  child  was  living  with  him  in  such  month;  and 

•  The  child  received  one-half  support  from  the  parent 
for  the  year  before  the  parent  applied  for  retirement 
benefits,  or,  if  the  parent  had  a  period  of  disability  which 
continued  until  he  became  entitled  to  retirement  bene- 
fits, for  the  year  before  the  period  of  disability  began. 

C.  //  the  insured  parent  is  dead,  the  dependency  requirement 
can  be  met  at  the  time  of  the  parent's  death.  If  the  deceased 
parent  had  a  period  of  disability  continuing  until  the  month 
of  death  or  until  his  entitlement  to  retirement  benefits  the 
requirement  can  also  be  met  at:  the  beginning  of  the  parent's 
period  of  disability;  the  time  the  parent  became  entitled  to 
disability  benefits;  or,  the  time  the  parent  became  entitled  to 
retirement  benefits.  If  the  parent  was  alive  and  entitled  to  dis- 
ability or  retirement  benefits  within  the  retroactive  life  of 
the  child's  application,  dependency  can  be  met  within  such 
retroactive  period. 

348.  A  child's  monthly  benefit  rate  is  one-half  his  insured  par- 
ent's primary  insurance  amount  if  the  parent  is  entitled  to  disability 
or  retirement  insurance  benefits.  If  the  insured  parent  is  dead,  the 
monthly  benefit  rate  is  three-fourths  of  the  parent's  primary  insur- 
ance amount.  The  benefit  paid  to  a  child  may  be  less,  however,  if: 

A.  The  "family  maximum"  applies  and  the  benefit  rate  must  be 
proportionately  reduced   (see  §§  733-735);  or 
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B.  A  disabled  "child"  is  also  entitled  to  disability  or  retirement 
insurance  benefits  on  his  own  social  security  record  which  are 
smaller  than  his  child's  benefit  rate.  (In  this  case  only  the 
difference  between  his  retirement  or  disability  insurance 
benefit  and  the  child's  benefit  rate  is  paid  as  a  child's  insur- 
ance benefit.) 
See  §§  738-740  for  the  effect  of  simultaneous  eligibility  for  other 
benefits  on  the  child's  insurance  benefit. 

349.  Child's  insurance  benefits  may  not  be  payable  or  may 

BE  payable  only  IN  PART  IF: 

A.  Some  or  all  of  the  parent's  retirement  insurance  benefits  are 
not  payable  because  the  parent  works  and  earns  over  $1,500  a 
year  ($1,200  for  years  before  1966); 

B.  The  parent's  disability  insurance  benefit  is  not  payable  be- 
cause the  parent  refuses  without  good  cause  to  accept  voca- 
tional rehabilitation  services;  or 

C.  The  child  works  and  earns  over  $1,500  a  year  ($1,200  for 
years  before  1966);  or 

D.  The  parent  has  been  deported  and  the  child  is  an  alien  living 
outside  the  U.S.;  or 

E.  The  child  is  an  alien  living  outside  the  U.S.  for  6  months  or 
more;  or 

F.  The  child  is  entitled  to  childhood  disability  benefits  and: 

1 .  Refuses  without  good  cause  to  accept  vocational  rehabilita- 
tion services.  However,  the  child's  insurance  benefit  may 
be  payable  for  all  months  while  the  disabled  child  is  still 
under  age  22,  if  he  is  a  full-time  student,  as  defined  in 
§  354  below;  or 

2.  Is  married  to  a  retirement  insurance  beneficiary  whose 
benefit  is  not  payable  because  he  is  working;  or 

3.  Is  married  to  a  disability  insurance  beneficiary^  Avhose 
benefit  is  not  payable  because  of  refusal  to  accept  voca- 
tional rehabilitation  services. 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

350.  Child's  insurance  benefits  end  when: 

A.  The  child  dies;  or 

B.  The  child  is  adopted  (however,  adoption  by  a  brother,  sister, 
stepparent,  grandparent,  aunt,  or  uncle  after  the  insured  par- 
ent's death  does  not  end  the  child's  benefits);  or 
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C.  The  insured  parent's  disability  payment  period  ends  (how- 
ever, if  the  parent's  disaljility  payment  period  is  ended  be- 
cause he  became  entitled  to  retirement  insurance  benefits  or 
died,  the  child's  benefits  are  not  ended);  or 

D.  The  child  marries  (however,  if  a  disabled  child  age  18  or 
over  marries  another  social  security  beneficiary,  see  §  1851). 
If  the  marriage  is  absolutely  void,  or  has  been  annulled  from 
the  beginning,  see  §  1852;  or 

E.  The  child: 

1.  Reaches  age  18,  unless  it  is  established  that  the  child  is 
attending  school  full  time  or  is  under  a  disability  that 
began  before  age  18;  or 

2.  Ceases,  while  age  18  through  21,  to  attend  school  full  time 
or  reaches  age  22  while  still  attending  school,  unless  it 
is  established  that  the  child  is  under  a  disability  (which 
must  have  begun  before  age  18);  or 

3.  Ceases,  while  age  18  or  over,  to  be  under  a  disability,  un- 
less the  child  is  still  under  agje  22,  and  it  is  established  that 
he  is  attending  school  full  time. 

The  beneficiary  is  not  entitled  to  child's  benefits  for  the  month  in 
which  any  of  the  above  events  occurs,  except  in  the  case  of  the  dis- 
abled child  described  in  (E)  (3)  above.  Such  child's  benefit  ends  with 
the  second  month  following  the  month  in  which  he  ceases  to  be 
under  a  disability. 

351.  A  CHILD  WHOSE  ENTITLEMENT  ENDED  with  the  month  beforc 
the  month  in  which  he  attained  age  18  or  a  later  month,  may  again 
become  entitled  to  child's  benefits  (provided  nothing  specified  in 
§  350  (A)-  (D)  has  happened),  beginning  with  the  first  month  in 
which  he  is  in  full-time  attendance  at  an  educational  institution; 
has  not  reached  age  22;  and  has  filed  application  for  such  reentitle- 
ment. 

352.  A  student's  entitlement  to  child's  benefits  will  end  with 
the  month  before: 

A.  The  first  month  during  no  part  of  which  he  is  a  full-time  stu- 
dent; or 

B.  The  month  he  reaches  age  22;  or 

C.  The  first  month  in  which  an  event  in  §  350  (A)-  (D)  above 
occurs. 
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353.  A  SCHOOL,  COLLEGE,  OR  UNIVERSITY  is  Considered  an  "educa- 
tional institution"  under  the  Act  if: 

A.  It  is  operated  or  directly  supported  by  the  United  States,  by 
a  State  or  local  government,  or  by  a  political  subdivision  of 
the  government  unit;  or 

B.  It  has  been  approved  by  a  State,  or  accredited  by  a  State- 
recognized  or  nationally-recognized  accrediting  agency;  or 

C.  It  is  unaccredited,  but  its  credits  are  accepted  on  transfer  by 
at  least  three  accredited  institutions  on  the  same  basis  as  if 
the  credits  had  been  transferred  from  an  accredited  institu- 
tion. 

Under  this  definition  are  included  public  and  private  high 
schools,  trade  or  vocational  schools,  and  colles^es  and  universities, 
which  meet  the  requirements  of  either  A,  B,  or  C  above. 

354.  A  FULL-TIME  STUDENT  is  ouc  who  is  in  full-time  attendance  at 
an  educational  institution,  as  determined  under  regulations  pre- 
scribed by  the  Secretary  of  Health,  Education,  and  Welfare  which 
take  into  account  the  standards  and  practices  of  the  educational 
institutions. 

355.  Child's  benefits  may  be  paid  for  a  period  of  4  calendar 
MONTHS  OR  LESS  in  which  a  student  age  18  through  21  does  not  at- 
tend school   (e.g.,  for  a  summer  vacation  period)  if: 

A.  He  has  been  in  full-time  attendance  immediately  before  this 
4-month  period;  and 

B.  He  intends  to  continue  full  time  or  actually  does  attend  full 
time  after  the  end  of  the  4-month  period. 

356.  A  SPECIAL  MONTHLY  CASH  PAYMENT  MAY  BE  MADE  TO  AN  IN- 
DIVIDUAL AGE  72  OR  OVER  ^vho  caunot  qualify  for  a  regular  social  se- 
curity benefit  under  either  the  fully  or  transitionally  insured  pro- 
visions discussed  in  §  §  205  and  208.  The  full  special  cash  payment  is 
$35  a  month.  However,  if  both  a  husband  and  wife  are  entitled  un- 
der this  provision  (or  would  be  entitled  upon  filing  an  application), 
the  full  special  payment  for  the  husband  Avill  be  $35  a  month  and 
the  full  special  payment  for  the  wife  will  be  $17.50  a  month.  An  in- 
dividual is  entitled  to  the  special  payment  beginning  with  the  first 
month  he  meets  the  requirements  of  (A)-(D)  belo'w.  HoAvever,  this 
can  be  no  earlier  than  October  1966;  the  special  payment  is  not 
payable  for  months  before  that  month. 
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An  individual  is  entitled  to  the  special  monthly  cash  payment  if 
he: 

A.  Has  attained  age  72.  If  he  attains  that  age  after  1967,  he  must 
have  earned  a  specified  number  of  quarters  of  coverage  in 
employment  or  self-employment  imder  the  social  security 
program    (§  216);  and 

B.  Is  a  resident  of  one  of  the  50  States  or  the  District  of  Colum- 
bia; and 

C.  Is  either: 

1.  A  U.S.  citizen;  or 

2.  An  alien  lawfully  admitted  for  permanent  residence  who 
has  resided  in  the  U.S.  continuously  for  the  5-year  period 
immediately  preceding  the  month  he  files  application; 
and 

D.  Has  properly  filed  an  application  for  the  special  monthly  cash 
payment  (§  357). 

Although  the  above  requirements  are  generally  parallel  to  the 
requirements  for  hospital  insurance  protection  at  age  65  in  §  2105, 
note  the  difference  in  the  residence  requirement.  The  special 
monthly  payment  is  not  available  to  residents  of  Puerto  Rico,  Guam, 
the  Virgin  Islands  or  American  Samoa.  In  addition,  persons  born 
after  January  1,  1896,  need  more  quarters  of  coverage  for  the  special 
monthly  payment  at  age  72  then  they  need  for  hospital  insurance 
protection  at  age  65   (see  §  217). 

The  special  monthly  payment  cannot  be  made  for  a  month  if  the 
individual  receives  money  payments  under  a  State  public  assistance 
program  in  that  month  (§  358).  Neither  can  the  special  payment  be 
made  for  any  month  if,  during  that  month,  the  individual  is  not 
a  resident  of  the  50  States  or  the  District  of  Columbia.  In  addition, 
the  special  monthly  payment  must  be  reduced  by  the  amount  of 
any  periodic  benefit  under  a  governmental  pension  system  for  which 
an  individual  is  eligible  (§  359).  The  special  monthly  payment  ter- 
minates with  the  month  before  the  month  the  individual  dies. 

Do  not  confuse  this  special  cash  monthly  payment  with  the  regular 
social  security  benefits  that  are  payable  on  the  basis  of  a  transition- 
ally  insured  status  (§§  208,  209).  The  special  age  72  payment  is  not 
a  retirement  insurance  benefit.  Regular  social  security  benefits  are 
not  subject  to  suspension  because  of  the  receipt  of  public  assistance, 
nor  are  they  reduced  because  of  eligibility  to  a  periodic  benefit 
under  a  governmental  pension  system. 

357.    Application  for  special  monthly  cash  payment.  An  appli- 
cation under  the  special  age  72  payment  provision  has  no  retroac- 
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tivity.  An  individual  can  therefore  be  entitled  to  the  special  payment 
no  earlier  than  the  month  he  applies.  However,  these  applications  do 
have  a  3-month  prospective  life;  thus,  an  application  filed  in  one 
of  the  3  months  before  the  month  an  individual  meets  the  require- 
ments in  §  356  is  valid  for  a  payment  under  this  special  provision. 
Since  the  special  payment  is  first  payable  for  October  1966,  the  ear- 
liest month  a  valid  application  can  be  filed  is  July  1966. 

An  application  for  hospital  insurance  protection  under  the  transi- 
tional provision  in  §  2105,  filed  before  July  1966,  will  be  regarded  as 
an  application  for  the  special  monthly  payment  unless  the  applicant 
notifies  the  Social  Security  Administration  that  he  does  not  wish  it 
to  be  so  regarded.  Where  it  is  regarded  as  an  application  for  the 
special  payment,  it  will  be  deemed  to  have  been  filed  in  July  1966. 
However,  a  person  who  did  not  apply  for  hospital  insurance  protec- 
tion before  July  1966,  must  apply  separately  for  the  special  payment. 
Likewise,  a  person  who  attains  age  72  after  October  1966,  must  also 
apply  separately  even  if  he  became  entitled  to  hospital  insurance 
protection  based  on  an  application  filed  before  July  1966;  since— 
for  purposes  of  the  special  monthly  payment— such  applications  are 
deemed  to  be  filed  in  July  1966,  they  do  not  have  a  prospective  life 
beyond  October  1966. 

Except  for  the  above,  the  regular  rules  on  applications  in  chapter 
15  apply  to  applications  for  the  special  monthly  payment  at  age  72. 

358.  The  special  age  72  payment  cannot  be  made  for  any  month 
in  which  the  individual  receives  money  payments  under  a  State 
public  assistance  program  (see  §  §  2509  ff .),  or  if  he  is  married,  his 
(or  her)  spouse  receives  public  assistance  and  the  individual's  needs 

were  taken  into  account  in  determining  such  spouse's  eligibility  for 
assistance  or  the  amount  of  the  assistance  payment.  Payments  will 
not  be  made  for  any  month  in  which  either  of  these  events  occur 
unless  the  State  agency  administering  the  public  assistance  plan 
notifies  the  Administration  that  the  public  assistance  payments  are 
being  terminated  in  such  month.  However,  medical  assistance  which 
a  State  pays  on  behalf  of  an  individual  (or  his  spouse)  will  not  affect 
the  special  age  72  payment. 

359.  A  SPECIAL  MONTHLY  PAYMENT  MUST  BE  REDUCED  BY  THE 
AMOUNT  OF  ANY  PERIODIC  BENEFIT  UNDER  A  GOVERNMENTAL  PENSION 

SYSTEM  for  which  the  individual  is  eligible  for  that  month.  Similarly, 
a  married  person's  special  payment  may  be  reduced  if  his  (her)  spouse 
is  eligible  for  a  benefit  under  a  go\'ernmental  pension  system.  It 
does  not  matter  whether  the  individual  (or  spouse)  is  actually  re- 
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tired  and  receiving  the  government  pension;  eligibility  is  the  con- 
trolling factor. 

A  periodic  benefit  under  a  governmental  pension  system  means 
any  pension,  annuity,  or  similar  payment  established  by  the  United 
States,  a  State,  any  political  subdivision  of  a  State,  or  any  wholly 
owned    instrumentality   of   one   or   more   of   these    governmental 
entities.  This  includes  monthly  social  security  benefits  and  railroad 
retirement  annuities  and  pensions.  Lump  sums  paid  as  commutation 
of  a  periodic  benefit  are  also  included.  However,  workmen's  com- 
pensation payments  and  payments  by  the  Veterans  Administration 
on  account  of  service-connected  disability  or  death  are  not  included. 
If  an  individual  is  eligible  for  a  government  pension,  the  amount 
of  the  pension  will  be  subtracted  from  his  special  age  72  payment. 
If  he  is  married  and  his  wife  is  also  entitled  to  a  special  monthly 
payment,  the  amount  of  his  pension  in  excess  of  $35  will  be  subtracted 
from  her  special  payment.  If  the  wife,  rather  than  the  husband,  is 
eligible  for  a  government  pension  and  both  are  entitled  to  a  special 
monthly  payment,  her  pension  will  first  be  subtracted  from  her  spe- 
cial age  72  payment.  Any  amount  in  excess  of  $17.50  will  then  be  sub- 
tracted from  her  husband's  payment.  The  above  rules  apply  where 
the  one  eligible  for  the  pension  is  also  eligible  for  the  special  age  72 
payment,  even  if  he  (or  she)  is  not  actually  entitled  to  the  special 
payment.  If  both  a  husband  and  a  wife  are  entitled  to  special  age  72 
payments  and  both  are  also  eligible  for  a  government  pension,  it 
would  be  possible— taking  into  account  both  pensions— for  one  to  re- 
ceive no  special  payment  but  for  the  other  to  receive  such  a  payment. 
Example:     Mr.  and  Mrs.  Brown  are  each  entitled  to  the  sp>ecial 
age  72  payment  and  each  one  is  eligible  for  a  government  pension 
of  $20  per  month.  For  each  month  they  remain  eligible  for  these 
government  pensions,  Mrs.  Brown  will  not  receive  her  special  age 
72  payment  because  her  pension  is  greater  than  her  $17.50  pay- 
ment. In  addition,  Mr.  Brown's  special  payment  will  be  reduced  to 
$12.50.  From  his  special  payment  of  $35,  there  must  be  subtracted 
$22.50,  i.e.,  not  only  his  own  pension  of  $20  but  also  an  additional 
$2.50— the  excess  of  his  wife's  pension  over  her  special  payment  of 
$17.50. 

In  figuring  a  married  person's  special  age  72  payment,  the  govern- 
ment pension  of  the  spouse  must  be  taken  into  account  even  if  the 
spouse  is  not  also  eligible  for  a  special  payment.  In  this  case,  any 
government  pension  in  excess  of  $17.50  for  which  such  spouse,  man 
or  woman,  is  eligible,  must  be  subtracted  from  the  special  monthly 
payment. 
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Example:  Mrs.  Adams  is  entitled  to  a  special  age  72  payment. 
Her  husband  is  not  eligible  for  a  special  monthly  payment  because 
he  is  not  yet  72;  however,  he  is  eligible  for  a  government  pension 
of  $40  a  month.  Mrs.  Adams'  special  monthly  payment  will  there- 
fore be  $12.50.  The  excess  of  her  husband's  pension  over  $17.50 
is  $22.50.  This  amount  subtracted  from  $35  (what  she  is  entitled 
to  before  any  reduction)  is  $12.50. 

Note  that  where  a  married  person,  whether  a  man  or  woman,  is 
entitled  to  $35  the  amount  subtracted  from  the  spouse's  pension  be- 
fore an  offset  is  made  is  always  $17.50.  Where  it  is  a  woman  entitled 
to  a  $17.50  special  payment,  the  amount  first  subtracted  from  her 
husband's  pension  is  always  $35.  Thus,  an  aged  couple  will  receive 
total  family  payments  of  at  least  $52.50  counting  both  the  special  age 
72  payment  and  the  government  pension. 
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Chapter  4 

Survivors  Benefits 


400.  Benefits  payable  to  survivors  of  deceased  insured  worker. 

401.  Widow's  insurance  benefits. 

402.  Widow  defined. 

403.  Entitlement  of  surviving  divorced  wife. 

404.  When  application  for  widow's  insurance  benefits  not  required. 

405.  Efi:ect  of  remarriage. 

406.  Amount  of  widow's  insurance  benefit. 

407.  The  $35  widow's  benefit. 

408.  When  widow's  insurance  benefit  not  payable. 

409.  Termination  of  widow's  insurance  benefits. 

410.  Widower's  insurance  benefits. 

411.  Widower  defined. 

412.  Effect  of  remarriage. 

413.  Points  at  which  support  requirement  must  be  met. 

414.  When  evidence  of  support  must  be  filed. 

415.  Amount  of  widower's  insurance  benefit. 

416.  When  widower's  insurance  benefit  not  payable. 

417.  Termination  of  widower's  insurance  benefits. 

418.  Child's  insurance  benefits— insured  person  deceased. 

419.  Child  defined. 

420.  Amount  of  surviving  child's  insurance  benefit. 

421.  When  child's  insurance  benefit  not  payable. 

422.  Termination  of  child's  insurance  benefits. 

423.  Mother's  insurance  benefits. 

424.  Effect  of  remarriage. 

425.  Amount  of  mother's  insurance  benefit. 

426.  When  mother's  insurance  benefit  not  payable. 

427.  Termination  of  mother's  insurance  benefits. 

428.  Parent's  insurance  benefits. 

429.  Parent  defined. 

430.  Points  at  which  support  requirement  must  be  met. 

431.  When  evidence  of  support  must  be  filed. 

432.  Amount  of  parent's  insurance  benefit. 

433.  When  parent's  insurance  benefit  not  payable. 

434.  Termination  of  parent's  insurance  benefits. 

435.  The  lump-sum  death  payment. 

436.  When  no  lump-sum  death  payment  payable. 

437.  When  application  must  be  filed. 

438.  Lump  sum  payable  to  surviving  spouse  based  on  relationship. 

439.  When  lump  sum  not  payable  to  surviving  spouse. 

440.  When  lump  sum  payable  to  funeral  home. 

441.  Lump  sum  payable  to  person  paying  burial  expense. 

442.  Who  cannot  be  equitably  entitled  to  the  lump  sum. 

443.  When  payment  may  be  based  on  expenses  paid  under  a  contract,  plan,  or 
general  practice. 

444.  Entitlement  of  deceased's  estate. 

445.  Consent  to  lump-sum  payment  by  surviving  relatives. 

446.  Reimbursable  burial  expenses. 

447.  Nonreimbursable  burial  expenses. 
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448.  When  burial  expenses  paid  in  foreign  currency. 

449.  Waiving  of  right  to  reimbursement. 

400.  If  the  insured  worker  dies,  cash  benefits  may  be  paid  to 
elisrible  survivors  as  follows: 

A.  Monthly  widow's  insurance  benefits  (§§  401-409); 

B.  Monthly  widower's  insurance  benefits  (§§  410-417); 

C.  Monthly  surviving  child's  insurance  benefits  (§§  418-422); 

D.  Monthly  mother's  insurance  benefits   (§§  423-427); 

E.  Monthly  parent's  insurance  benefits    (§§  428-434);  and 

F.  Lump-sum  death  payment    (§§  435-449). 

Survivors'  benefit  rates  are  figured  as  a  percentage  of  the  de- 
ceased worker's  primary  insurance  amount,  with  the  exception  of 
the  special  widow's  benefit  of  $35  payable  where  the  deceased  worker 
was  only  "transitionally  insured"   (see  §  407  below). 

If  the  worker  was  insured  under  the  Railroad  Retirement  Act, 
survivors  benefits  may  be  payable  under  that  Act  rather  than  under 
the  Social  Security  Act.  See  §§  2530-2536. 

Any  person  convicted  of  the  felonious  homicide  of  the  worker 
cannot  become  entitled  to  monthly  benefits  or  the  lump-sum  death 
payment  otherwise  payable  on  the  deceased's  social  security  earnings 
record. 

401.  A  WIDOW,  age  60  or  over,  is  entitled  to  widow's  insurance 

BENEFITS  if: 

A.  Her  husband  was  fully  insured  at  his  death  (applicable  only 
to  deaths  after  3/31/38),  except  that  if  her  husband  was  "tran- 
sitionally insured"  at  his  death  she  may  nevertheless  be  en- 
titled, but  at  age  72  rather  than  age  60  (see  §  407  below);  and 

B.  She  is  not  entitled  to  a  retirement  insurance  benefit  that  is 
equal  to  or  larger  than  the  amount  of  her  ^vidow's  benefit, 
after  increase  to  the  minimum  (see  §  722);  and 

C.  She  has  filed  an  application  for  widow's  insurance  benefits 

(see  §  404  for  exceptions);  and 

D.  She  is  unmarried  (however,  see  §  405  for  exceptions);  and 

E.  One  of  the  following  conditions  is  met: 

1.  She  was  married  to  the  deceased  worker  for  at  least  the 
one  year  just  before  he  died;  or 

2.  She  is  the  mother  of  his  son  or  daughter  (this  requirement 
is  met  if  she  has  borne  her  husband  a  live  child,  though  the 
child  need  not  still  survive);  or 

3.  She  legally  adopted  his  son  or  daughter  during  their  mar- 
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riage  and  before  the  child  reached  age  18;  or 

4.  She  was  married  to  him  when  they  both  legally  adopted  a 
child  under  age  18;  or 

5.  He  legally  adopted  her  son  or  daughter  during  their  mar- 
riage and  before  the  child  reached  age  18;  or 

6.  She  was  entitled  or  potentially  entitled  to  widow's,  par- 
ent's, or  childhood  disability  benefits,  or  to  a  widow's, 
disabled  child's  or  parent's  insurance  annuity  under  the 
Railroad  Retirement  Act  in  the  month  before  the  month 
she  married  the  deceased  worker.  A  widow  is  "potentially 
entitled"  if  she  meets  all  requirements  for  entitlement 
other  than  the  filing  of  an  application  including  in  the 
case  of  widow's  benefits,  attainment  of  age  60;  in  the 
case  of  parent's  benefits,  attainment  of  age  62. 

402.     A  CLAIMANT  IS  THE  WIDOW  OF  THE  INSURED  PERSON  IF! 

A.  Under  applicable  law  it  would  be  found  that  at  the  time  the 
insured  person  died: 

1.  She  and  the  insured  person  were  validly  married;  or 

2.  She  would  have  the  status  of  widow  with  respect  to  the 
taking  of  intestate  personal  property;  or 

B.  She  had  entered  into  a  ceremonial  marriage  with  the  insured 
person  which  was  invalid  under  applicable  law  because  of 
an  impediment  resulting  from  a  prior  marriage  or  its  dis- 
solution, or  a  defect  in  the  procedure  followed  in  connection 
with  the  purported  marriage,  provided: 

1.  She  had  married  him  in  good  faith  and  not  knowing  of 
any  impediment  to  the  marriage;  and 

2.  She  was  living  with  him  in  the  same  household  at  the  time 
of  his  death;  and 

3.  There  is  no  other  person  who  is  or  was  entitled  to  monthly 
insurance  benefits  on  his  earnings  record  as  his  widow. 

Applicable  law  is  that  law  which  woidd  be  applied  by  the  courts 
of  the  State  in  which  the  insured  person  was  domiciled  at  the  time 
he  died;  or  by  the  District  of  Columbia  if  he  was  not  then  domiciled 
in  any  State. 

403.    A  "surviving  divorced  wife,"  age  60  or  over,  is  entitled  to 
widow's  insurance  benefits  if: 

A.  Her  former  husband  was  fully  insured  at  his  death  (applicable 
only  to  deaths  after  3/31/38);  and 
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B.  She  is  not  married  (if  she  had  remarried,  but  the  remarriage 
ended,  see  §  405  below);  and 

C.  She  was  receiving  at  least  one-half  of  her  support  from  her 
former  husband;  or  was  receiving  substantial  contributions 
from  him  pursuant  to  a  written  agreement;  or  there  was  in 
effect  a  court  order  for  substantial  contributions  to  her  suj> 
port  from  him. 

These  support  requirements  must  have  been  met  at  the 
time  of  her  former  husband's  death,  when  he  became  entitled 
to  a  retirement  or  disability  insurance  benefit,  or  at  the 
beginning  of  a  period  of  disability,  if  any;  and 

D.  She  meets  requirements   (B)  and   (C)  of  §  401  above. 

A  claimant  is  a  "surviving  divorced  wife"  if  she  was  divorced  from 
the  insured  person  after  she  had  been  married  to  him  for  a  period 
of  20  years  immediately  before  the  date  the  divorce  became  effective. 

404.  An  application  for  widow's  benefits  is  not  required  if  the 
woman  was  age  62  or  over  and  entitled  to  wife's  benefits  for  the 
month  immediately  preceding  the  month  in  which  her  husband 
died,  or  if  she  was  entitled  to  mother's  benefits  for  the  month  im- 
mediately preceding  the  month  in  which  she  attained  age  62. 

405.  A  widow's  remarriage  after  age  60  will  not  prevent  her 
FROM  becoming  ENTITLED  TO  wiDow's  BENEFITS  ou  her  prior  de- 
ceased husband's  social  security  earnings  record. 

A  widow's  remarriage  before  age  60,  or  a  surviving  divorced  wife's 
remarriage  at  any  age,  will  prevent  her  entitlement  except  where 
her  subsequent  marriage  ends,  whether  by  death,  divorce,  or  an- 
nulment. If  the  subsequent  marriage  ends,  she  may  become  entitled 
or  reentitled  to  widow's  benefits  on  her  prior  deceased  husband's 
(or  former  husband's)  earnings  record  beginning  with  the  month 
the  subsequent  marriage  ends  or  with  September  1965,  whichever 
is  later.  If  the  remarriage  was  absolutely  void  or  has  been  annulled 
from  the  beginning,  see  §  1852. 

406.  The  widow's  insurance  benefit  rate  is  equal  to  82 1/^  per- 
cent of  her  deceased  husband's  primary  insurance  amount.  How- 
ever, the  widow's  insurance  benefit  actually  payable  may  be  less  if: 

A.  A  reduction  is  necessary  because  the  "family  maximum" 
applies;  it  does  not  apply  in  the  case  of  the  widow's  benefit 
for  a  surviving  divorced  wife  (this  reduction  is  discussed  in 
§§733-735);  or 
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B.  She  is  also  entitled  to  a  smaller  retirement  insurance  or  dis- 
ability insurance  benefit  (only  the  difference  between  the 
larger  widow's  insurance  benefit  and  the  other  benefit  is  pay- 
able as  the  widow's  insurance  benefit;  however,  this  amount 
is  payable  in  addition  to  the  other  benefit);  or 

C.  Her  widow's  benefit  must  be  reduced  because  she  is  entitled 
for  months  before  the  month  she  reaches  age  62.  See  §§  726- 
730  for  an  explanation  of  how  the  reduced  rate  is  figured. 

If  a  woman  chooses  to  receive,  and  is  paid,  a  reduced  wid- 
ow's benefit  for  months  before  age  62,  she  cannot  be  entitled 
to  the  widow's  full  benefit  rate  upon  reaching  age  62.  A  re- 
duced benefit  rate  is  payable  for  as  long  as  she  remains  entitled 
to  widow's  benefits.  For  possible  adjustment  at  age  62,  see 
§  731.  Entitlement  to  this  reduced  rate  will  result  in  a  re- 
duction in  any  disability  or  retirement  insurance  benefit  to 
which  she  may  later  become  entitled. 

If  a  widow  has  in  her  care  her  deceased  husband's  child, 
under  age  18  or  disabled,  who  is  entitled  to  child's  insurance 
benefits,  for  some  months  while  she  is  under  62,  her  widow's 
benefits  are  not  reduced  for  those  months  below  75  percent 
of  her  deceased  husband's  primary  insurance  amount  (that 
is,  the  percent  the  mother's  insurance  benefit  would  be  based 
on  the  deceased's  social  security  record);  or 

D.  She  qualifies  only  under  the  transitional  insured  status  pro- 
vision for  a  widow's  benefit  of  $35  (see  §  407);  or 

E.  The  widow  remarries  after  age  60,  except  where  the  remar- 
riage occurs  after  she  has  established  entitlement  to  widow's 
benefits,  and  is  to  a  person  entitled  to  widower's,  parent's,  or 
childhood  disability  benefits.  If  the  above  exception  does  not 
apply,  the  remarried  widow's  benefit  rate  is  one-half  the  pri- 
mary insurance  amount  of  her  deceased  prior  husband.  (See 
§  409  for  effect  of  widow's  remarriage,  after  her  entitlement, 
to  person  entitled  to  widower's,  parent's,  or  childhood  dis- 
ability benefits.) 

Her  benefit  of  one-half  the  primary  insurance  amount  of 
her  deceased  prior  husband  is  effective  beginning  with  the 
month  of  remarriage,  if  such  marriage  occurred  after  she 
became  entitled  to  her  widow's  benefit.  Beginning  with  the 
month  the  later  marriage  ends,  for  whatever  reason,  the 
widow's  benefit  rate  is  increased  to  821/0  percent  of  her  de- 
ceased prior  husband's  primary  insurance  amount,  subject  to 
any  necessary  reduction  or  adjustment.  If  she  is  entitled  to  a 
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benefit  on  the  later  husband's  earnings  record,  see  §§  736  ff. 
for  the  application  of  simultaneous  entitlement  rules. 

407.    A  $35  MONTHLY  widow's  benefit  is  payable  to  a  widow  at 
AGE  72,  if: 

A.  She  attains  age  72  before  1969;  and 

B.  The  deceased  worker  died  in  9/65  or  later  and  became  en- 
titled, or  could  have  become  entitled  if  he  had  applied,  to  a 
retirement  benefit  under  the  transitional  insured  status  pro- 
vision  (§  208);  or 

C.  The  deceased  worker  died  before  9/65.  The  specific  number 
of  quarters  he  would  have  needed  depends  on  the  widow's 
date  of  birth,  and  his  date  of  birth  or  date  of  death,  as  follows: 

Year  Worker  Attains  Age  Worker's  Required  Quarters  if  Widow  Attains  72  in: 

65  or  Dies,  if  earlier  1966  or  earlier  1967  1968 


1954  (or  before) 

3 

4 

5 

1955 

4 

4 

5 

1956 

5 

5 

5 

1957  (or  later) 

Minimum  of  6  quarters  required 

A   surviving  divorced  ivife  cannot  receive   benefits  under  this 
provision. 

408.  Widow's  benefits  may  not  be  paid  or  may  be  paid  only  in 
part  if  she: 

A.  Works  and  earns  over  $1,500  a  year  ($1,200  for  years  before 
1966);  or 

B.  Is  an  alien  and  lives  outside  the  U.S.  for  6  months  or  more;  or 

C.  Is  an  alien  living  outside  the  U.S.  and  the  worker  had  been 
deported. 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

409.  Widow's  benefits  end  when: 

A.  She  dies;  or 

B.  She  becomes  entitled  to  a  retirement  insurance  benefit  which 
is  as  large  as  or  larger  than  the  amount  of  her  widow's  bene- 
fit, after  increase  to  the  minimum  (see  §  722);  or 

C.  In  the  case  of  a  widow  who  qualified  only  under  the  provi- 
sions explained  in  §  402  (B),  monthly  benefits  are  awarded 
on  the  same  earnings  record  to  another  individual  who  is 
validly  married  to  the  deceased  worker  or  who  has  the  same 
status  under  State  law  \vith  respect  to  the  taking  of  intestate 
personal  property  as  would  the  widow. 
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A  woman  is  not  entitled  to  widow's  benefits  for  the  month  in 
which  any  one  of  the  above  events  occurs. 

Generally,  the  widow's  benefits  of  a  widow  or  surviving  divorced 
wife  neither  end,  nor  are  reduced,  if  her  remarriage  after  establish- 
ing entitlement  to  such  benefits,  is  to  a  person  entitled  to  widower's, 
parent's,  or  childhood  disability  benefits.  A  surviving  divorced  wife's 
remarriage  to  a  person  other  than  one  of  the  above-named  bene- 
ficiaries ends  her  entitlement  to  widow's  benefits  effective  with  the 
month  before  the  month  the  remarriage  occurs.  (See  §  405  for  re- 
entitlement  if  remarriage  ends.)  A  widow's  remarriage  to  a  person 
other  than  one  of  the  above-named  beneficiaries  will  not  end  her 
entitlement,  but  Avill  cause  reduction  in  the  amount  of  her  widow's 
benefits.  See  §  406  (E),  above. 

410.     A  WIDOWER  IS  ENTITLED  TO  WIDOWER'S  INSURANCE  BENEFITS  OU 

his  deceased  wife's  social  security  record  if: 

A.  He  is  62  years  of  age  or  over;  and 

B.  His  wife  was  both  fully  and  currently  insured  at  the  time  of 
her  death  (applicable  only  to  deaths  after  3/31/38);  and 

C.  He  has  not  remarried  (however,  see  §  412  for  exception);  and 

D.  He  is  not  entitled  to  a  retirement  insurance  benefit  that  is 
equal  to  or  larger  than  the  amount  of  his  widower's  benefit, 
after  any  increase  to  the  minimum   (see  §  722);  and 

E.  He  was  receiving  at  least  one-half  of  his  support  from  his 
wife  at  the  time  described  in  §  413  (see  §§  325-327  for  a 
definition  of  support);  and 

F.  He  timely  filed  (see  §  414)  evidence  with  the  Social  Security 
Administration  that  he  was  receiving  one-half  his  support 
from  his  wife;  and 

G.  He  has  filed  an  application  for  widower's  benefits  (however, 
this  is  not  required  if  he  was  entitled  to  husband's  insurance 
benefits  for  the  month  before  the  month  in  which  his  wife 
died);  and 

H.    He  meets  one  of  the  following  conditions: 

1.  He  was  married  to  his  wife  for  at  least  one  year  just  before 
her  death;  or 

2.  He  was  the  father  of  her  son  or  daughter;  or 

3.  He  legally  adopted  her  son  or  daughter  during  their  mar- 
riage and  while  the  child  was  under  age  18;  or 

4.  He  was  married  to  her  when  they  both  legally  adopted  a 
child  under  age  18;  or 

5.  She  legally  adopted  his  son  or  daughter  while  he  was 
married  to  her  and  while  the  child  was  under  age  18;  or 
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6.  He  was  entitled  or  potentially  entitled  to  widower's,  par- 
ent's, or  childhood  disability  benefits,  or  to  a  widower's, 
disabled  child's,  or  parent's  insurance  annuity  under  the 
Railroad  Retirement  Act,  in  the  month  before  the  month 
he  married  the  deceased  worker.  A  widower  is  "potentially 
entitled"  if  he  meets  all  requirements  for  entitlement 
other  than  the  filing  of  an  application  including  (in  the 
case  of  widower's  or  parent's  benefits)  the  attainment  of 
age  62. 

The  currently  insured  requirement  in  (B)  and  the  requirements 
in  (E)  and  (F)  above  do  not  apply  if  any  one  of  the  conditions  in 
(H)  (6)  is  met. 

411.  A  CLAIMANT  IS  THE  WIDOWER  OF  THE  INSURED  PERSON  IF! 

A.  Under  applicable  law  it  would  be  found  that  at  the  time  the 
insured  person  died: 

1.  He  and  the  insured  person  were  validly  married;  or 

2.  He  Avould  have  the  status  of  widower  with  respect  to  the 
taking  of  intestate  personal  property;  or 

B.  He  had  entered  into  a  ceremonial  marriage  with  the  insured 
person  which  was  invalid  under  applicable  law  because  of  an 
impediment  resulting  from  a  prior  marriage  or  its  dissolution, 
or  a  defect  in  the  procedure  followed  in  connection  with  the 
purported  marriage,  provided: 

1.  He  had  married  her  in  good  faith  and  not  knowing  of  any 
impediment  to  the  marriage;  and 

2.  He  was  living  with  her  in  the  sam.e  household  at  the  time 
of  her  death;  and 

3.  There  is  no  other  person  who  is  or  was  entitled  to  monthly 
insurance  benefits  on  her  earnings  record  as  her  widower. 

Applicable  law  is  that  law  which  would  be  applied  by  the  courts 
of  the  State  in  which  the  insured  person  was  domiciled  at  the  time 
she  died;  or  by  the  District  of  Columbia  if  she  was  not  then  domi- 
ciled in  any  State. 

412.  A    man's    REMARRIAGE   AFTER   AGE    62    WILL   NOT   PREVENT   HIM 

FROM  BECOMING  ENTITLED  TO  widoweb's  BENEFITS  on  his  prior  de- 
ceased wife's  social  security  earnings  record,  but  may  require  a 
reduction  in  the  amount  of  the  widower's  benefits  (see  §  415  (C)). 
His  remarriage  before  age  62  will  prevent  his  entitlement  to  wid- 
ower's benefits. 

74 


413.  The  point  at  which  a  widower  must  have  been  receiving 
AT  least  one-half  HIS  SUPPORT  from  his  deceased  wife  is: 

A.  //  a  period  of  disability  established  for  the  deceased  wife  had 
continued  up  until  the  time  she  became  entitled  to  retire- 
ment or  disability  benefits  or  died  (whichever  happened  first), 
the  widower  must  have  been  receiving  one-half  support: 

1.  At  the  beginning  of  the  period  of  her  disability;  or 

2.  At  the  time  she  became  entitled  to  disability  insurance 
benefits  if  she  was  currently  insured  then;  or 

3.  At  the  time  she  became  entitled  to  retirement  insurance 
benefits  if  she  was  then  currently  insured;  or 

4.  At  the  time  of  her  death. 

B.  //  no  period  of  disability  had  been  established  for  the  de- 
ceased wife  or  if  an  established  period  of  disability  had  ended 
before  she  became  entitled  to  retirement  insurance  benefits 
or  died  (whichever  occurred  first)  the  widower  must  have 
been  receiving  one-half  support: 

1.  At  the  time  of  her  death;  or 

2.  At  the  time  she  became  entitled  to  disability  or  retirement 
insurance  benefits  if  she  was  then  currently  insured. 

414.  Evidence  of  support  mum  be  iii,ed  whhin  a  2-\'ear  period 
which  is  determined  by  the  point  in  time  at  which  the  one-half 
support  requirement  was  met  in  a  particular  case. 

If  the  support  Evidence  of  support  must  be 

requirement  was  met:  filed  xuithin: 

At  the  time  the  wife  became  en-  The    2-year    period    after    the 

titled  to  retirement  benefits.  month  in  which  she  became 

entitled  to  retirement  bene- 
fits. 
At  the  time  the  wife  became  en-  The    2-year    period    after    the 

titled  to  disability  benefits.  month  in  which  she  became 

entitled  to  disability  bene- 
fits. 
At  the  beginning  of  the  disabil-  The    2-year   period   after   the 

ity  period  established  for  the  month  in  ^vhich  she  filed  her 

wife.  application  for  a  disability 

period. 
At  the  time  of  the  wife's  death.  The  2-year  period  ending  with 

the    second    anniversary    of 
her  death. 

Evidence  of  support  must  be  filed  within  the  appropriate  period 

75 


even  though  the  widower  may  not  be  eligilDle  for  benefits  at  that 
time.  The  2-year  period  may  be  extended  for  "good  cause"  (see 
§§  1521  and  1522). 

415.  The  widower's  insurance  benefit  rate  is  82 14  percent  of 
his  deceased  wife's  primary  insurance  amount.  However,  the  bene- 
fit actually  payable  may  be  less  if: 

A.  A  reduction  is  necessary  because  the  "family  maximum"  ap- 
plies (see  §§  733-735);  or 

B.  He  is  entitled  to  a  retirement  insurance  benefit  smaller  than 
the  widower's  benefit.  The  amount  of  the  retirement  insur- 
ance benefit  is  subtracted  from  the  widower's  insurance  benefit 
and  only  the  difference  is  payable  as  the  widower's  insurance 
benefit.  Of  course,  this  is  payable  in  addition  to  the  retirement 
insurance  benefit;  or 

C.  The  widower  remarries  after  age  62,  except  where  the  re- 
marriage occurs  after  he  has  established  entitlement  to  wid- 
ower's benefits  and  is  to  a  person  entitled  to  widow's,  wife's, 
mother's,  parent's,  or  childhood  disability  benefits.  If  the 
above  exception  does  not  apply,  the  remarried  widower's 
benefit  rate  is  one-half  the  primary  insurance  amount  of  his 
deceased  prior  wife.  See  §  417  for  effect  of  widower's  remar- 
riage, after  his  entitlement,  to  person  entitled  to  widow's, 
wife's,  mother's,  parent's,  or  childhood  disability  benefits. 
If  the  remarriage  was  absolutely  void  or  has  been  annulled 
from  the  beginning,  see  §  1852. 

His  benefit  of  one-half  of  the  primary  insurance  amount 
of  his  deceased  prior  wife  is  effective  beginning  with  the 
month  of  remarriage,  if  such  marriage  occurred  after  he  be- 
came entitled  to  his  widower's  benefit.  Beginning  with  the 
month  the  remarriage  ends,  the  widower's  benefit  rate  is  in- 
creased to  821/2  percent  of  his  deceased  prior  wife's  PI  A,  sub- 
ject to  any  necessary  reduction  or  adjustment. 
For  the  effect  of  simultaneous  entitlement  to  other  social  security 
benefits,  see  §§  736-741. 

416.  A  widower's  benefits  may  not  be  payable  or  may  be  pay- 
able ONLY  IN  PART  IF: 

A.  He  works  and  earns  over  $1,500  a  year  ($1,200  for  years  be- 
fore 1966);  or 

B.  He  is  an  alien  Uving  outside  the  IT.S.  for  6  months  or  more; 
or 
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C.     His  wife  had  been  deported  and  he  is  an  alien  Hving  outside 

the  U.S. 
The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

417.  Widower's  insurance  benefits  end  when: 

A.  He  dies;  or 

B.  He  is  entitled  to  a  retirement  insurance  benefit  which  is  equal 
to  or  larger  than  the  amount  of  his  widower's  benefit  after  any 
increase  to  the  minimum  (see  §  722);  or 

C.  In  the  case  of  a  ^vidoAver  who  qualified  only  imder  the  pro- 
visions explained  in  §  411  (B),  monthly  benefits  are  certified 
for  payment  on  the  same  earnings  record  to  another  individ- 
ual who  is  validly  married  to  the  deceased  worker  or  who  has 
the  same  status  tmder  State  law  with  respect  to  the  taking  of 
intestate  personal  property  as  would  the  widower. 

He  is  not  entitled  to  a  widower's  benefit  for  the  month  in  which 
any  of  the  above  terminating  events  occurs. 

Generally,  a  ^vidower's  benefits  neither  end,  nor  are  reduced,  if 
his  remarriage  after  establishing  entitlement  to  such  benefits  is  to 
a  person  entitled  to  widow's,  wife's,  mother's,  parent's,  or  childhood 
disability  benefits.  A  widower's  remarriage  to  a  person  other  than 
one  of  the  above  beneficiaries  will  not  end  his  entitlement,  but  will 
cause  reduction  in  the  amount  of  his  widower's  benefits.  See  § 
415(C)  above. 

418.  A  surviving  child  is  entitled  to  child's  insurance  benefits 
if: 

A.  The  worker-parent  was  either  fully  or  currently  insured  at 
death   (applicable  only  to  deaths  after  3/31/38);  and 

B.  He  (or  she)  is  the  child  of  the  deceased;  and 

C.  The  child  is: 

1.  Under  age  18;  or 

2.  Age  18  throuorh  21  and  a  full-time  student;  or 

3.  Age  18  or  over  and  under  a  disability   (which  began  be- 
fore age  18);  and 

D.  The  child  was  dependent  upon  the  deceased  parent  (see  §§ 
342-347  for  the  dependency  "tests");  and 

E.  The  child  is  not  married;  and 

F.  An  application  for  child's  insurance  benefits  is  filed  (the  ap- 
plication is  not  required,  however,  if  the  child  was  entitled  to 
child's  insurance  benefits  on  the  deceased  parent's  earnings 
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record  for  the  month  before  the  month  in  which  the  parent 
died). 

419.  The  term   "child"   as  used  above,   includes   the  insured 
worker's: 

A.  Legitimate  child,  or  any  other  child  who  would  have  the 
right  under  applicable  State  law  to  inherit  intestate  personal 
property  from  the  insured  worker  as  his  child.  Applicable 
State  law  is  that  law  which  would  be  applied  by  the  courts  of 
the  State  in  which  the  insured  person  was  domiciled  at  his 
death,  or  if  not  then  domiciled  in  any  State,  the  law  of  the  Dis- 
trict of  Columbia. 

B.  Stepchild    (under   certain   circumstances— see    §  340). 

C.  Legally  adopted  child  (see  §  338). 

D.  Child  of  ceremonial  marriage  entered  into  under  the  condi- 
tions explained  in  §  337  (A). 

E.  Illegitimate  child,  provided  the  insured  male  worker: 

L  Had  acknowledged  in  writing  that  the  child  is  his  son  or 
daughter;  or 

2.  Had  been  decreed  by  a  court,  during  his  lifetime,  to  be 
the  father  of  the  child;  or 

3.  Had  been  ordered  by  a  court,  during  his  lifetime,  to  con- 
tribute to  the  support  of  the  child  because  the  child  is  his 
son  or  daughter;  or 

4.  Has  been  shown  by  satisfactory  evidence  to  be  the  child's 
biological  father,  and  was  living  with  or  contributing  to 
the  child's  support  at  the  time  of  his  death. 

420.  The   surviving   child's  insurance   benefit  rate   is   three- 
fourths  of  the  deceased  parent's  primary  insurance  amount. 

The  child's  insurance  benefit  may  he  less,  however,  if  the  "family 
maximum"  applies  and  all  the  benefits  payable  have  to  be  reduced 
(see  §§  733-735  for  a  discussion  of  the  family  maximum).  See  §§ 
736-741  for  the  effect  of  simultaneous  entitlement  to  more  than  one 
social  security  benefit. 

421.  The  child's  insurance  benefit  may  not  be  payable  for 
some  months  if: 

A.  The  child  works  and  earns  over  $1,500  a  year  ($1,200  for 
years  before  1966);  or 

B.  The  child  is  an  alien  living  outside  the  U.S.  for  6  months  or 
more;  or 
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C.  The  insured  parent  had  been  deported  and  the  child  is  an 
alien  living  outside  the  U.S.;  or 

D.  The  disabled  child,  age  18  or  over,  refuses  to  accept  voca- 
tional rehabilitation  services  without  good  cause.  However, 
the  child's  insurance  benefits  are  payable  for  all  months  in 
which  the  disabled  child  is  still  under  age  22,  if  he  is  a  full- 
time  student,  as  defined  in  §  354;  or 

E.  The  disabled  child,  age  18  or  over,  is  married  to  a  retirement 
insurance  beneficiary  whose  benefit  is  not  payable  because  of 
work  activity;  or 

F.  The  disabled  child,  age  18  or  over,  is  married  to  a  disability 
insurance  beneficiary  whose  benefit  is  not  payable  because  of 
refusal  to  accept  vocational  rehabilitation  sei'vices  without 
good  cause. 

The  provisions  regarding  nonpayment  of  benefits  are  discussed  in 
chapter  18. 

422.    Surviving  child's  benefits  end  when: 

A.  The  child  dies;  or 

B.  The  child: 

1.  Reaches  age  18,  unless  it  is  established  that  the  child  is 
attending  school  full  time  or  is  under  a  disability  that 
began  before  age  18;  or 

2.  Ceases,  while  age  18  through  21,  to  attend  school  full  time 
or  reaches  age  22  while  still  attending  school,  unless  it  is 
established  that  the  child  is  under  a  disability  (which 
must  have  begun  before  age  18);  or 

3.  Ceases,  while  age  18  or  over,  to  be  under  a  disability, 
unless  the  child  is  still  under  age  22  and  it  is  established 
that  he  is  attending  school  full  time;  or 

C.  The  child  is  adopted  after  the  insured  parent's  death  by  some- 
one other  than  a  stepparent,  grandparent,  aunt,  uncle, 
brother,  or  sister  (or,  in  some  cases,  surviving  natural  par- 
ent); or 

D.  The  child  marries;  however,  if  a  disabled  child  age  18  or 
over  marries  another  social  security  beneficiary,  see  §  1851. 
If  the  marriage  is  absolutely  void  or  has  been  annulled  from 
the  beginning,  see  §  1852. 

The  beneficiary  is  not  entitled  to  child's  benefits  for  the  month 
in  which  any  of  the  above  events  occurs,  except  in  the  case  of  the 
disabled  child  described  in   (B)  (3)  above.  Such  child's  benefit  ends 
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with  the  second  month  following  the  month  in  which  he  ceases  to 
be  under  a  disability. 

423.  A  WIDOW  OR  "surviving  divorced  mother"  is  entitled  to 
mother's  insurance  benefits  (whether  or  not  she  has  reached  age 
60)  if: 

A.  The  insured  worker  died  either  fully  or  currently  insured 

(applicable  only  to  deaths  after  3/31/38);  and 

B.  She  has  filed  an  application  for  mother's  insurance  benefits 

(however,  no  application  is  required  if  she  was  entitled  to 
wife's  benefits  for  the  month  before  the  month  in  which  the 
insured  worker  died);  and 

C.  She  is  not  entitled  to  a  retirement  benefit  which  is  equal  to 
or  larger  than  the  amount  of  the  mother's  insurance  benefit, 
after  any  increase  to  the  minimum   (see  §  722);  and 

D.  She  has  in  her  care  a  child  of  the  deceased  worker  under  age 
18  or  disabled  who  is  entitled  to  child's  insurance  benefits 
(see  §§  312-319  for  definition  of  "in  her  care");  and 

E.  She  is  not  married  (see  §  424);  and 

F.  She  meets  one  of  the  following  conditions: 

1.  She  is  the  mother  of  the  deceased  worker's  child  (this  re- 
quirement is  met  if  she  has  borne  her  husband  a  live 
child,  though  the  child  need  not  still  survive);  or 

2.  She  legally  adopted  his  son  or  daughter  before  the  child's 
eighteenth  birthday  and  during  her  marriage  to  the 
worker;  or 

3.  He  legally  adopted  her  son  or  daughter  before  the  child's 
eighteenth  birthday  and  during  their  marriage;  or 

4.  They  both  legally  adopted  a  child  under  age  18  during 
their  marriage;  or 

In  the  case  of  the  widoiv  only 

5.  She  was  married  to  the  deceased  for  at  least  the  one  year 
just  before  his  death;  or 

6.  She  was  entitled  or  potentially  entitled  to  wife's  (includ- 
ing divorced  wife's),  childhood  disability,  widow's  (in- 
cluding surviving  divorced  wife's),  or  parent's  benefits,  or 
to  a  widow's,  disabled  child's  or  parent's  insurance  annuity 
under  the  Railroad  Retirement  Act,  in  the  month  before 
the  month  in  which  she  married  the  deceased.  A  widow  is 
"potentially  entitled"  if  she  meets  all  requirements  for  en- 
titlement other  than  the  filing  of  an  application  including 
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attainment  of  age  60  in  the  case  of  widow's  benefits;  attain- 
ment of  age  62  in  the  case  of  parent's  benefits. 

A  "surviving  divorced  mother"  (that  is,  a  woman  whose  mar- 
riage to  the  deceased  insured  person  was  terminated  by  divorce), 
in  addition  to  meeting  the  above  requirements,  must  also  have 
been  receiving  at  least  one-half  her  support  from  the  deceased 
worker,  or  have  been  receiving  substantial  contributions  from  him 
pursuant  to  a  written  agreement,  or  there  must  have  been  a  court 
order  in  effect  for  substantial  contributions  to  her  support  from 
him,  at  the  time  specified  in  §  430.  The  child  in  the  care  of  the 
surviving  divorced  mother  must  be  her  natural  or  legally  adopted 
son  or  daughter.  Further,  the  child's  benefits  must  be  payable  on 
the  deceased  worker's  social  security  earnings  record. 

424.  The  remarriage  of  a  wmow  or  surviving  divorced  mother 
will  prevent  her  from  becoming  entitled  to  mother's  benefits  on  her 
prior  deceased  husband's  social  security  record  except  where  her 
subsequent  marriage  ends,  whether  by  death,  divorce,  or  annulment. 
If  the  subsequent  marriage  ends,  she  may  become  entitled  or  re- 
entitled  to  mother's  benefits  on  her  prior  deceased  husband's  (or 
former  husband's)  earnings  record  beginning  with  the  month  the 
subsequent  marriage  ends,  or  with  September  1965,  whichever  is 
later.  If  the  remarriage  was  absolutely  void  or  has  been  annulled 
from  the  beginning,  see  §  1852. 

425.  The  mother's  insurance  benefit  rate  is  equal  to  three- 
fourths  of  the  deceased  worker's  primary  insurance  amount.  The  ac- 
tual benefit  amount  payable  may  be  less  if: 

A.  The  "family  maximum"  is  involved  (see  §§  733-735),  in 
which  case  all  benefits  payable  on  that  earnings  account  are 
decreased;  or 

B.  The  mother  is  also  entitled  to  a  smaller  retirement  or  dis- 
ability insurance  benefit.  In  this  case,  an  amount  equal  to  the 
difference  between  the  mother's  benefit  rate  and  the  other 
benefit  rate  is  payable  as  the  mother's  benefit  and  is  paid  in 
addition  to  the  other  benefit. 

For  the  effect  of  simultaneous  entitlement  to  other  social  security 
benefits,  see  §§  736-741. 

426.  Mother's  insurance  benefits  may  not  be  payable  for 
SOME  months  if: 
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A.  She  works  and  earns  over  $1,500  a  year  ($1,200  for  years  be- 
fore 1966);  or 

B.  She  is  an  alien  living  outside  the  U.S.  for  6  months  or  more; 
or 

C.  The  deceased  worker  had  been  deported  and  she  is  an  alien 
living  outside  the  U.S.;  or 

D.  The  widow  does  not  have  in  her  care  a  child  of  the  deceased 
worker  under  age  18  or  disabled  who  is  entitled  to  benefits 
on  any  social  security  record;  or,  in  the  case  of  the  surviving 
divorced  mother,  she  does  not  have  in  her  care  her  natural  or 
legally  adopted  child,  under  age  18  or  disabled,  entitled  to 
benefits  on  the  deceased  worker's  record;  or 

E.  She  is  married  to  an  individual  entitled  to  retirement  bene- 
fits and  his  benefit  is  not  payable  because  of  his  work  activity; 
or 

F.  She  is  married  to  an  individual  entitled  to  disability  insur- 
ance benefits  and  his  benefit  is  not  payable  because  of  his 
refusal  to  accept  vocational  rehabilitation. 

The  provisions  regarding  nonpayment  of  benefits  are  discussed 
in  chapter  18. 

427.    Mother's  benefits  end  when: 

A.  She  becomes  entitled  to  a  widow's  insurance  benefit;  or 

B.  In  the  case  of  a  widow,  the  deceased  worker's  child  has  at- 
tained age  18  (unless  he  was  disabled  before  he  attained  18); 
or 

C.  In  the  case  of  the  surviving  divorced  mother,  her  child,  en- 
titled on  the  earnings  record  of  her  deceased  former  husband, 
attains  age  18  (unless  the  child  was  disabled  before  age  18);  or 

D.  She  dies;  or 

E.  She  becomes  entitled  to  retirement  insurance  benefits  in  an 
amount  equal  to  or  greater  than  the  amount  of  the  mother's 
benefits  after  any  increase  to  the  minimum  (see  §  722);  or 

F.  She  marries;  however,  if  she  marries  a  man  entitled  to  re- 
tirement, disability,  widower's,  parent's,  or  childhood  dis- 
ability benefits,  see  §  1851.  If  the  subsequent  marriage  ends, 
she  may  be  reentitled.   (See  §  424.) 

G.  In  the  case  of  a  widow  who  qualified  for  benefits  only  under 
the  provisions  explained  in  §  402  (B),  monthly  benefits  are 
awarded  on  the  same  earnings  record  to  another  individual 
who  is  validly  married  to  the  worker  or  who  has  the  same 
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status  under  State  law  with  respect  to  the  taking  of  intestate 

personal  property  as  would  the  widow. 
The  widow    (or  surviving  divorced  mother)   is  not  entitled   to 
mother's  benefits  for  the  month  in  which  the  terminating  event 
occurs. 

428.  A  PARENT  OF  A  DECEASED  INSURED  PERSON  IS  ENTITLED  TO  PAR- 
ENT'S INSURANCE   BENEFITS   IF: 

A.  The  insured  person  was  fully  insured  at  the  time  of  death 
(applicable  only  to  deaths  after  3/31/38);  and 

B.  The  parent  files  an  application  for  parent's  benefits;  and 

C.  The  parent  has  reached  age  62;  and 

D.  The  parent  is  not  entitled  to  a  retirement  insurance  benefit 
that  is  equal  to  or  larger  than  the  amount  of  the  parent's  in- 
surance benefit,  after  any  increase  to  the  minimum  (see  § 
722);  and 

E.  The  parent  was  receiving  at  least  one-half  support  from  the 
insured  person    (see  §§  325-327);  and 

F.  Evidence  that  the  support  requirement  was  met  has  been 
filed  with  the  Social  Security  Administration  within  the  ap- 
propriate time  limit  (see  §  431);  and 

G.  The  parent  has  not  remarried  since  the  insured  person's 
death  (but  see  §  434(C)  for  exceptions);  and 

H.    One  of  the  following  conditions  is  met: 

1.  The  parent  would  be  eligible  under  the  law  of  the  State 
of  the  worker's  domicile  to  share  in  the  intestate  personal 
property  of  the  worker  as  his  father  or  mother,  as  the  case 
may  be;  or 

2.  The  parent  had  legally  adopted  the  insured  person  before 
he  attained  age  16;  or 

3.  The  person  claiming  benefits  became  the  deceased's  stej> 
parent  by  a  marriage  entered  into  before  the  deceased  had 
attained  age  16. 

429.  A  CLAIMANT  IS  THE  PARENT  OF  THE  INSURED  PERSON   IF,  UUder 

applicable  law,  it  would  be  found  that,  at  the  time  the  insured  per- 
son died,  the  claimant  would  have  the  status  of  parent  with  respect 
to  the  taking  of  intestate  personal  property.  Applicable  law  is  that 
law  which  would  be  applied  by  the  courts  of: 

A.  The  State  in  w^hich  the  insured  person  was  domiciled  at  the 
time  he  died;  or 
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B.  The  District  of  Columbia  if  he  was  not  then  domiciled  in 
any  State. 

430.  The  support  requirement  must  be  met  at: 

A.  The  time  that  the  insured  person  died;  or 

B.  The  beginning  of  a  period  of  disability  that  was  established 
for  the  deceased  if  it  continued  up  until  the  month  in  which 
he  died. 

431.  EvmENCE  OF  support  must  be  filed  within  the  2-year 
period: 

A.  After  the  date  of  the  death  of  the  insured  person,  if  the  sup- 
port requirement  was  met  at  the  time  of  death;  or 

B.  After  the  month  in  which  the  insured  person  had  filed  appli- 
cation to  establish  a  period  of  disability  if  the  support  re- 
quirement was  met  at  the  time  the  disability  began. 

Evidence  of  support  must  be  filed  within  the  appropriate  period 
even  though  the  parent  may  not  be  eligible  for  benefits  at  that  time 
(e.g.,  has  not  reached  retirement  age).  The  time  limit  may  be  ex- 
tended for  good  cause,  see  §§  1521-1522. 

432.  The  parent's  insurance  benefit  rate  where  only  one  parent 
is  entitled  to  benefits  is  equal  to  821/9  percent  of  the  deceased  work- 
er's primary  insurance  amount.  Where  two  parents  are  entitled  to 
parent's  benefits  on  the  same  earnings  record,  each  parent  receives 
75  percent  of  the  deceased  worker's  primary  insurance  amount. 
However,  the  benefit  actually  payable  to  the  parent  may  be  less 
when: 

A.  Tlie  "family  maximum"  is  involved  (see  §§  73.S-7.^5)  in 
which  case  all  benefits  payable  on  this  earnings  record  may 
be  proportionately  reduced;  or 

B.  The  parent  is  entitled  to  a  retirement  or  disability  insurance 
benefit  which  is  less  than  the  parent's  benefit  (in  this  case, 
only  the  difference  between  the  amount  of  the  parent's  bene- 
fit and  the  other  benefit  is  payable  as  the  parent's  benefit). 

For  the  effect  of  simultaneous  entitlement  to  other  social  security 
benefits,  see  §§  736-741. 

433.  Parent's  insurance  benefits  may  not  be  payable  or  may 

BE  paid  only  in  PART  IF: 

A.  The  parent  works  and  earns  over  $1,500  a  year  ($1,200  for 
years  before  1966);  or 
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B.  The  parent  is  an  alien  living  outside  the  U.S.  for  6  months 
or  more;  or 

C.  The  worker  had  been  deported  and  the  parent  is  an  alien  liv- 
ing outside  the  U.S. 

The  provisions  regarding  nonpayment  of  benefits  are  explained 
in  chapter  18. 

434.  Parent's  insurance  benefits  end  when  the  parent: 

A.  Dies;  or 

B.  Becomes  entitled  to  a  retirement  insurance  benefit  that  is 
equal  to  or  larger  than  the  amount  of  the  parent's  insurance 
benefit,  after  any  increase  to  the  minimum  (see  §  722);  or 

C.  Marries;  however,  if  marriage  is  to  a  person  entitled  to  social 
security  benefits  as  a  divorced  wife,  a  widow  or  surviving  di- 
vorced wife,  a  widower,  mother,  parent,  or  a  disabled  child 
age  18  or  over,  see  §  1851.  If  the  remarriage  was  absolutely 
void  or  has  been  annulled  from  the  beginning,  see  §  1852. 

Parent's  insurance  benefits  cannot  be  paid  for  the  month  in  which 
the  event  occurs  ending  the  parent's  right  to  benefits. 

435.  A  LUMP-SUM  death  payment  may  be  made  on  the  social  secu- 
rity record  of  a  worker  who  dies  either  fully  or  currently  insured. 
The  lump-sum  payment  may  be  as  much  as  three  times  the  worker's 
primary  insurance  amount,  but  in  no  case  can  it  be  more  than  $255. 
The  lump  sum  may  be  paid  in  addition  to  any  monthly  survivor's 
insurance  benefits  that  are  due. 

436.  A  lump-sum  death  payment  cannot  be  made  on  the  social 
security  record  of  a  deceased  worker  regardless  of  his  insured  status, 
if: 

A.  The  worker  had  been  deported  after  9/1/54,  and,  at  his  death, 
had  not  as  yet  been  lawfully  readmitted  to  the  U.S.  (see  § 
1840  for  a  discussion  of  this  provision);  or 

B.  The  worker  could  not  have  been  paid  a  monthly  benefit  for 
the  month  before  the  month  in  which  he  died  because  at  that 
time  he  was  an  alien  living  outside  the  U.S.  for  6  months  or 
more  (see  §  1844  for  a  discussion  of  this  provision). 

437.  Application  for  the  lump-sum  death  payment  must  be 
FILED  within  THE  2-YEAR  PERIOD  ending  with  the  second  anniversary 
of  the  insured  person's  death.  The  filing  period  may,  ho^vever,  be 
extended  under  certain  conditions  as  explained  in  §§  1518-1521. 
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An  application  for  the  lump  sum  need  not  be  filed  by  a  widow 
(or  widower)  if  she  was  entitled  to  wife's  benefits  (or  he  was  entitled 
to  husband's  benefits),  on  the  deceased  person's  social  security  record 
for  the  month  just  before  the  month  in  which  the  insured  person 
died.  However,  a  surviving  divorced  wife  must  apply  for  the  lump 
sum  even  though  she  was  entitled  to  wife's  benefits  for  the  month 
before  death. 

438.  The  full  lump  sum  is  paid  to  the  surviving  widow  (or 
widower)  of  the  deceased  worker  based  on  their  relationship  as 
husband  and  wife  (and  without  regard  to  who  paid  the  deceased's 
burial  expenses)  if: 

A.  The  widow  or  widower  was  living  in  the  same  household  as 
the  worker  when  the  worker  died;  and 

B.  An  application  for  the  lump  sum,  when  required,  is  filed 
within  the  time  limit  by  the  surviving  widow  or  widower  (see 
§§  1517-1521). 

See  §  402  for  the  definition  of  a  "widow"  and  §  41 1  for  the  defini- 
tion of  a  "widower." 

In  certain  cases  the  parties  may  be  found  to  have  been  living  in 
the  same  household  even  though  one  of  them  was  temporarily  away 
from  home.  A  husband  and  wife  who  are  occupants  of  the  same 
hospital,  nursing  home,  or  home  for  the  sick  or  the  aged,  but  who  are 
not  sharing  the  same  quarters,  may  be  considered  "living  in  the 
same  household,"  provided  there  was  a  good  reason  for  not  sharing 
the  same  quarters,  e.g.,  it  was  against  the  rules  or  regulations  of  the 
institution. 

439.  If  there  is  no  widow  or  widower  who  was  living  in  the  same 
household  with  the  worker  when  he  died,  the  lump  sum  may  be  paid 
toward  his  burial  expenses,  as  described  in  §§  440  and  441  below. 

440.  Where  all  or  part  of  the  burial  expenses  incurred  by  or 
through  a  funeral  home  are  unpaid,  the  lump  sum  will  be  paid 
to  the  funeral  home  to  the  extent  such  burial  expenses  are  unpaid, 
under  the  following  circumstances: 

A.  A  person  who  assumed  responsibility  for  all  or  part  of  the  un- 
paid burial  expenses  files  an  application  within  2  years  after 
the  worker  died,  requesting  that  the  lump  sum  be  paid  to  the 
home   (see  §§  1518-1521). 

The  funeral  liome  will  be  asked  to  agree  either  to  return 
the  lump-sum  check,  or  to  refund  the  excess,  if  the  amount 
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of  the  check  is  greater  than  the  funeral  home  expenses  still 
unpaid  at  the  time  of  its  receipt. 
B.  No  one  assumed  responsibility  for  the  payment  of  any  part 
of  the  burial  expenses  so  incurred  within  90  days  after  the 
worker  died  and  the  funeral  home  applies  for  the  lump  sum 
within  2  years  after  the  worker  died. 

441.  Where  all  the  burial  expenses  incurred  by  or  through 
A  funeral  home  have  been  paid  (including  any  payment  under 
§  440  above),  the  lump  sum  or  remainder  thereof,  if  any,  will  be 
paid  to  the  person  or  persons  equitably  entitled  thereto  to  the  ex- 
tent and  in  the  proportions  that  he  or  they  paid  the  worker's  burial 
expenses,  in  the  following  order  of  priority: 

A.  Expenses  incurred  by  or  through  a  funeral  home. 

B.  Expenses  of  opening  and  closing  of  the  grave. 

C.  Expenses  of  providing  the  burial  plot. 

D.  Any  remaining  expenses  in  connection  wdth  the  burial. 

442.  A  person  is  not  equitably  entitled  to  the  lump  sum  in  the 
following  cases  among  others: 

A.  Burial  expenses  paid  by  the  U.S.  Government  or  its  instru- 
mentalities; 

B.  Burial  expenses  paid  under  a  contractual  obligation  unless 
paid  by  a  home  for  the  aged  or  sick  exempt  from  Federal  in- 
come tax  under  section  501  (c)  of  the  1954  Internal  Revenue 
Code  or  by  a  tax-exempt  fraternal  organization  not  under  an 
express  contract; 

C.  Burial  expenses  paid  under  a  plan,  system  or  general  practice 
by  an  employer  for  his  employee  or  by  an  organization  for  its 
member,  except  in  the  case  of  expenses  paid  under  a  gen- 
eral practice  by  a  tax-exempt  fraternal  organization  for  its 
member; 

D.  Burial  expenses  for  which  the  person  has  been  or  will  be  re- 
imbursed; 

E.  Goods  or  services  furnished  for  the  burial,  by  the  person  ap- 
plying for  the  lump  sum,  except  those  furnished  by: 

1.  Organizations  exempt  from  Federal  income  taxes  under 
section  501  (c)  (3)  or  (13)  of  the  1954  Internal  Revenue 
Code;  or 

2.  States,  political  subdivisions,  and  their  instrumentalities; 
or 

3.  A  home  for  the  aged  exempt  from  Federal  income  tax 
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under  section  501  (c)  o£  the  1954  Internal  Revenue  Code, 
burying  a  guest  or  inmate  if  not  under  an  express  con- 
tract to  do  so;  or 

4.  A  funeral  director  who  buries  his  spouse,  parent,  step- 
parent, grandparent,  brother,  sister,  child,  stepchild,  or 
grandchild.  The  exception  also  applies  when  he  buries 
relatives  other  than  those  enumerated;  however,  in  this 
case,  the  relative  must  have  been  living  in  the  same  house- 
hold with  the  funeral  director  at  the  time  of  death.  (The 
funeral  director  is  reimbursed  only  for  the  actual  cost  to 
him  of  goods  furnished  or  actual  expenditures  from  his 
own  funds  for  services  specifically  purchased  for  the 
burial.) 
F.     Burial  expenses  paid  by  a  person  who,  for  any  other  reason, 

has  no  equity  with  regard  to  the  payment  of  the  worker's 

burial  expenses. 

443.  A  LUMP-SUM  DEATH  PAYMENT  MAY  BE  BASED  ON  EXPENSES 
PAID   UNDER  A  CONTRACT,   PLAN,   OR  GENERAL   PRACTICE.   ThoUgh   the 

person  contractually  obligated  to  pay  the  expenses  or  the  person 
who  has  established  the  plan  or  general  practice  cannot  be  equitably 
entitled  to  the  lump  sum,  the  person  to  whom  the  proceeds  of  the 
plan  or  contract  are  paid  may  be  entitled  to  the  lump-sum  death 
payment  even  though  he  used  the  proceeds  of  the  plan  or  contract 
to  pay  for  the  burial  expenses. 

If  the  proceeds  of  a  contract,  plan,  or  general  practice  are  paid 
directly  to  the  funeral  director,  the  person  equitably  entitled  to  the 
lump  sum  may  be  either: 

A.  The  person,  if  any,  named  as  beneficiary  of  the  plan,  system, 
or  contract;  or 

B.  The  deceased  insured  person's  estate  if: 

1.  No  beneficiary  of  the  plan,  contract,  or  system  was  named; 
or 

2.  The  named  beneficiary  did  not  survive  the  insured  per- 
son; or 

3.  The  named  beneficiary  was  employed  by  or  was  acting  as 
an  agent  for  the  person  who  made  the  payment. 

444.  The  deceased  insured  person's  estate  may  be  equitably 
ENTITLED  to  the  lump  sum  if  the  deceased's  funds  were  used  to  pay 
his  burial  expenses.  The  lump  sum  may,  in  this  case,  be  paid  to: 

A.    The  legal  representative  of  the  deceased's  estate;  or 
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B.    Some  one  person  on  behalf  of  the  deceased's  estate  if: 

1.  No  legal  representative  has  been  appointed  and  it  appears 
reasonably  certain  that  none  will  be  appointed;  and 

2.  The  claimant  is  a  relative  of  the  deceased;  and 

3.  The  claimant  promises  to  distribute  the  lump  sum  to  the 
persons  entitled  to  it  under  applicable  State  law,  and  to 
give  an  accounting  to  a  legal  representative  if  one  is  later 
appointed;  and 

4.  The  closest  relatives  of  the  deceased  insured  person  all 
agree  in  writing  (see  §  445)  to  payment  being  made  to  the 
claimant. 

445.  The  surviving  relatives  from  whom  consent  statements 
MUST  BE  OBTAINED  are  thosc  within  the  closest  degree  of  kinship  to 
the  deceased  as  determined  by  the  following  groups: 

A.  The  children  of  the  deceased  person  and  the  children  of  any 
deceased  child;  or,  if  none, 

B.  The  parents  of  the  deceased  person;  or,  if  none, 

C.  The  brothers  and  sisters  of  the  deceased  worker  and  the  chil- 
dren of  any  deceased  brothers  or  sisters;  or,  if  none, 

D.  The  next  closest  relatives,  as  determined  by  the  law  of  the 
State  in  which  the  insured  person  was  domiciled  at  his  death. 

A  widow's  consent  statement  is  also  necessary  if  she  is  not  other- 
wise entitled  to  the  lump  sum,  unless  she  is  the  one  claiming  the 
lump  sum  on  behalf  of  the  estate.  If  a  person  who  is  under  14  or 
who  is  incompetent  is  in  the  group  from  ^vhom  consent  statements 
are  required,  his  legal  guardian,  or  any  other  person  responsible 
for  him,  should  furnish  the  statement.  A  relative's  consent  is  not 
required  if  his  whereabouts  are  unknown  or  if  he  cannot  be  easily 
reached,  even  though  he  is  a  member  of  the  closest  kinship  group. 
No  consent  statements  are  required  from  anyone  if  the  amount  of 
the  lump  sum  due  the  estate,  when  divided  equally  among  the  claim- 
ant and  each  of  the  relatives  from  whom  consent  statements  would 
ordinarily  be  required,  would  amount  to  $15.00  or  less  per  person. 

446.  Reimbursable  burial  expenses  are  all  the  expenses  in  con- 
nection with  the  actual  burial  or  other  disposition  of  the  deceased's 
remains  and  include  among  others,  the  following: 


Embalming 

Flowers 

Opening  and  closing 

Preparation  of  the  body 

Cremation 

the  grave 

for  burial 

Niche 

Perpetual  care  of  the  grave 

Clothing 

Burial  plot 

Hearse  and  cars  for  the 

Casket 

Monument 

funeral  procession 
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Minister's  fees  Telephone  calls  Traveling  expenses  of  the 

Religious  services  Death  certificates  person  escorting  the 

Newspaper  notices  Permits  corpse,  etc. 

Telegrams  Transportation  of  the  body 

Expenses  of  reinterment  of  the  body  generally  are  not  reimburs- 
able except  when  the  place  of  original  interment  was  improper;  or 
it  was  a  temporary  resting  place;  or  something  happened  to  the  grave 
such  as  a  washout,  etc.  Expenses  for  reinterment  in  the  U.S.  or  in 
any  territory  of  the  U.S.  of  the  body  of  a  serviceman  who  died  out- 
side the  U.S.  while  on  active  duty  in  the  armed  services  are  reim- 
bursable. If  the  full  lump  sum  was  paid  out  for  the  original  inter- 
ment, no  additional  payment  can  be  made  for  reinterment  expenses. 

447.  The  following  are  not  reimbursable  burial  expenses  and 
are  not  considered  in  figuring  the  total  burial  expenses,  nor  may  a 
person  be  entitled  to  share  in  the  lump  sum  on  the  basis  of  any  of 
the  following: 

A.  Burial  expenses  paid  or  reimbursed  by  the  U.S.  Government; 

B.  Burial  expenses  paid  by  a  person  convicted  of  the  felonious 
homicide  of  the  deceased  person; 

C.  Burial   expenses  for  which   reimbursement  is   waived    (see 
§  449); 

D.  Burial  expenses  with  regard  to  which  no  one  is  equitably 
entitled; 

E.  Small  amounts  contributed  to  a  burial  fund  by  numerous 
unidentified  persons  if: 

1.  The  amount  contributed  by  each  person  was  not  more 
than  $2;  and 

2.  A  list  of  the  contributors,  with  the  amount  each  gave,  can- 
not be  furnished;  and 

3.  The  contributors  have  not  asked  to  have  their  names,  and 
the  amount  each  gave,  recorded  nor  have  they  otherwise 
shown  any  intention  of  seeking  reimbursement. 

448.  If  THE  burial  expenses  are  paid  in  foreign  currency,  the 
exchange  value  of  the  foreign  currency  at  the  time  the  burial  ex- 
penses were  paid  is  used  as  the  basis  for  figuring  the  amount  of  the 
burial  expenses. 

449.  A   PERSON    MAY   NOT  WISH  TO   FILE   A   CLAIM   FOR   PART  OF   THE 

lump  sum.  In  that  event,  he  should  submit  a  written  statement  to 
the  Social  Security  Administration  waiving  reimbursement.  The 
signed  statement  should  indicate  the  nature  of  the  burial  expenses 
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paid;  the  fact  that  the  expenses  were  incurred  for  the  burial  of  the 
deceased  insured  person;  that  no  reimbursement  is  expected;  and 
that  no  claim  will  be  made  for  reimbursement  based  on  these  ex- 
penses. The  burial  expenses  paid  by  this  person  are  then  disregarded 
in  determining  the  amount  of  the  lump  sum  payable  to  any  other 
claimant. 
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Chapter  5 


Cash  Disability  Benefits  and  Related 
Disability  Protection 


500.  Types  of  disability  protection. 

501.  Entitlement  to  disability  insurance  benefits. 

502.  Waiting  period. 

503.  Starting  point  for  disability  insurance  benefits. 

504.  Effect  of  previous  entitlement   to  disability   benefits  or   period   of  disability. 

505.  Disability  insurance  benefit  rate. 

506.  Reduction  to  offset  workmen's  compensation. 

507.  Reasons  for  nonpayment  of  disability  insurance  benefit.  \^ 

508.  Termination  of  disability  benefits. 

509.  Childhood  disability  benefits. 

510.  Eligibility  for  establishment  of  period  of  disability. 

511.  Beginning  of  period  of  disability. 

512.  End  of  period  of  disability. 

513.  Definition  of  disability. 

514.  Definition  of  substantial  gainful  activity. 

515.  Definition  of  "medically  determinable  impairment." 

516.  Impairment  lasting  or  expected  to  last  at  least  12  months. 

517.  Impairment  likely  to  result  in  death. 

518.  Basis  for  determination  of  disability. 

519.  Requirement  of  evidence  of  physical  or  mental  impairment. 

520.  Medical  facts  as  basis  for  determination  of  no  disability. 

521.  Medical  facts  as  basis  for  determination  of  disability. 

522.  Performance  of  substantial  gainful  activity  in  spite  of  impairment. 

523.  Evaluation  of  less  severe  impairments. 

524.  Impairment  as  primary  reason  for  inability  to  perform  substantial  gainful  activity. 

525.  Importance  of  age,  education,  training,  skills  and  work  experience  in  evaluation 
of  ability  to  perform  substantial  gainful  activity. 

526.  Independent  determination  under  Social  Security  Act. 

527.  Basis  for  disability  determination  not  a  rating  schedule. 

528.  Required  evidence  of  disability. 

529.  Types  of  medical  evidence. 

530.  Consultative  examinations. 

531.  Cessation  of  disability. 

532.  Necessity  for  reporting  to  Social  Security  Administration. 

533.  Evaluation  of  work  during  period  of  disability. 

534.  Performance  of  "made  work." 

535.  Significance  of  earnings  in  determining  ability  to  engage  in  substantial  gainful 

activity. 

536.  Income  of  a  self-employed  person. 

537.  Trial  work  period. 

538.  Continuation  of  benefits  after  disability  ends". 

539.  One  trial  work  period  in  one  period  of  disability. 

540.  Start  of  trial  work  period. 

541.  Termination  of  trial  work  period. 

542.  Vocational  rehabilitation  services. 
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500.  Four  types  of  disability  protection  are  included  in  the 
disability  provisions  of  the  Social  Security  Act: 

A.  Monthly  cash  disability  benefits  for  disabled  workers  and  for 
the  dependent  members  of  their  families. 

B.  Monthly  cash  benefits  for  a  disabled  child  age  18  or  over  who 
is  dependent  upon  a  parent  entitled  to  disability  or  retire- 
ment benefits  or  who  \vas  dependent  upon  an  insured  parent 
who  died.  The  child  must  have  become  disabled  before 
reaching  age  18. 

C.  The  establishment  of  a  period  of  disability  (disability  freeze) 
which  protects  the  disabled  worker  against  loss  of  or  reduction 
in  the  amount  of  retirement,  disability,  or  survivors  benefits 
by  providing  that  the  period  of  disability  will  not  be  counted 
in  determining  either  insured  status  or  the  amount  of  benefits. 

D.  Vocational  rehabilitation  services  to  social  security  disability 
beneficiaries  who  have  the  potential  to  be  restored  to  pro- 
ductive activity,  by  the  State  vocational  rehabilitation  agency. 

Insured  status  requirements  for  disability  insurance  benefits 
or  establishment  of  a  period  of  disability  are  explained  in  §  211. 

501.  A  disabled  worker  is  entitled  to  monthly  cash  disability 

INSURANCE  benefits  IF  HE: 

A.  Is  under  a  disability  (as  defined  in  §  513);  and 

B.  Has  filed  an  application  for  disability  insurance  benefits 
(see  §  1502  for  period  during  which  an  application  is  effec- 
tive); and 

C.  Has  the  requisite  disability  insured  status    (see  §  211);  and 

D.  Has  been  disabled  (see  §  513  for  definition  of  disability) 
throughout  a  6-month  waiting  period  (for  exception,  see 
§  504  below);  and 

E.  Has  not  attained  age  65  in  or  before  the  first  month  for  which 
such  benefits  would  be  payable. 

Additional  monthly  benefits,  called  auxiliary  benefits,  may  be 
payable  on  the  earnings  record  of  a  person  entitled  to  a  disability 
insurance  benefit.  These  benefits  are  wife's  insurance  benefits  (§§ 
305-322);  husband's  insurance  benefits  (§§  323-332);  and  child's 
insurance  benefits  (§§  333-355). 

502.  The  waiting  period  consists  of  6  consecutive  calendar  months 
beginning  with  the  earliest  full  calendar  month  in  which: 

A.  The  person  was  under  a  disability;  and 

B.  Had  a  disability  insured  status  for  benefit  purposes  (see  §  211). 
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A  waiting  period  cannot  begin  more  than  18  months  before  the 
month  in  which  application  was  filed,  and  in  no  event  before  Jan- 
uary 1,  1957. 

503.  Disability  insurance  benefits  are  payable  for  as  many  as  12 
months  before  the  month  in  which  the  application  was  filed,  but  no 
earlier  than  the  first  month  throughout  which  the  claimant  was 
under  a  disability  and  met  the  other  entitlement  requirements.  (See 
§  501  above.) 

504.  No  waiting  period  is  required  where  a  worker  was  previ- 
ously entitled  to  disability  insurance  benefits  or  to  a  period  of 
disability  which  ended  within  5  years  before  the  month  he  again 
becomes  disabled. 

505.  The  disability  insurance  benefit  rate  is  equal  to  the  work- 
er's primary  insurance  amount  but  the  actual  amount  payable  may 
be  less  if: 

A.  A  reduction  becomes  necessary  based  on  receipt  of  workmen's 
compensation;  or 

B.  The  worker  becomes  entitled  to  a  disability  benefit  after  a 
reduced  widow's  or  retirement  benefit   (see  §  729). 

For  an  explanation  of  how  to  figure  the  disability  insurance  bene- 
fit amount,  regular  and  reduced,  see  chapter  7. 

506.  The  disability  insurance  benefit  for  any  month  before  the 
month  the  worker  attains  age  62  (and  auxiliary  benefits  based  on 
his  earnings  record)  may  be  reduced  to  offset  a  periodic  workmen's 
compensation  benefit  received  for  the  same  month.  This  reduction 
will  be  made  only  if  the  total  benefits  payable  to  the  worker  (and  his 
dependents)  under  the  Social  Security  Act,  and  those  paid  the 
worker  as  compensation  benefit,  exceed  80  percent  of  his  average 
current  earnings  credited  to  his  social  security  account  before  onset 
of  his  disability  or  the  total  benefits  payable  on  his  earnings  record, 
whichever  is  higher. 

Average  current  earnings  are  defined  as  the  higher  of: 

A.  The  average  monthly  earnings  used  for  computing  his  pri- 
mary insurance  amount  (see  chapter  7);  or 

B.  The  average  monthly  earnings  from  covered  employment 
and  self-employment  during  his  highest  5  consecutive  years 
after  1950. 
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This  offset  is  effective  for  benefits  for  months  after  1965  based 
on  periods  of  disability  which  began  after  6/1/65.  The  amount  of 
the  reduction  will  be  adjusted  periodically  to  take  account  of  in- 
creases in  national  earnings  levels,  but  in  no  event  will  the  total 
amount  of  benefits  payable  on  the  worker's  earnings  record  be 
decreased. 

507.  DlSABHJTY   INSURANCE   BENEFITS  MAY    NOT   BE   PAID   IF   the   dis- 
abled person: 

A.  Is  deported;  or 

B.  Is  an  alien  and  has  been  living  outside  the  U.S.  for  6  months 
or  more   (see  §  1842  for  exceptions  to  this  rule);  or 

C.  Has  refused,  without  good  cause,  to  accept  vocational  re- 
habilitation services  available  under  a  State  plan  approved 
under  the  Federal  Vocational  Rehabilitation  Act. 

Good  cause  for  refusing  vocational  rehabilitation  services 
exists  if,  for  example,  the  person  is  a  member  or  adherent  of 
any  recognized  church  or  religious  sect  which  teaches  reliance 
solely  upon  prayer  or  spiritual  means  for  the  treatment  of  any 
impairment,  and  his  refusal  to  accept  vocational  rehabilita- 
tion services  is  based  solely  on  his  adherence  to  these  teach- 
ings; or 

D.  Is  entitled  to  such  benefits  only  by  virtue  of  the  special  defini- 
tion of  disability  in  §  513  (B)  and  is  engaging  in  substantial 
gainful  activity. 

508.  Disability   benefits   for  the   disabled   worker   end  with 
whichever  of  the  following  months  occurs  earliest: 

A.  The  second  month  after  the  month  in  which  the  disability 
ceases;  or 

B.  The  month  before  the  month  of  attainment  of  age  65  (but  a 
person  entitled  to  disability  insurance  benefits  automatically 
becomes  entitled  to  retirement  benefits  upon  reaching  age 
65);  or 

C.  The  month  before  the  month  of  death. 

509.  Child's  benefits  for  a  disabled  child  age  18  or  over  (child- 
hood disability  benefits)  are  payable  if  the  child: 

A.  Is  entitled  to  child's  insurance  benefits  under  the  rules  in 
§  333;  and 

B.  Meets  the  definition  of  disability  applicable  to  a  worker 
applying  for  disability  insurance  benefits. 
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The  child  must  have  been  continuously  disabled  since  before 
age  18.  His  benefits  are  payable  without  a  waiting  period,  beginning 
with  the  first  month  of  entitlement.  (See  §  350  for  events  which 
terminate  child's  benefits.) 

510.  A   PERIOD   OF   DISABILITY     (DISABILITY   FREEZE)    is  a   COntinUOUS 

period  of  at  least  6  full  calendar  months  (unless  the  disabled  person 
is  also  entitled  to  disability  insurance  benefits  for  one  or  more 
months  in  such  period).  A  period  of  disability  may  be  established 
for  a  person  who: 

A.  Files  an  application  for  the  establishment  of  such  a  period 
no  later  than  12  months  after  the  freeze  period,  had  it  been 
previously  established,  would  have  ended  (see  §  512  below); 

B.  Has  the  requisite  disability  insured  status    (see  §  211);  and 

C.  Is  or  has  been  disabled,  or  becomes  disabled  before  a  final 
decision  is  made  on  his  application. 

In  no  case  may  a  period  of  disability  begin  at  any  time  after  a 
person  has  attained  age  65. 

511.  A   PERIOD   OF   DISABILITY   BEGINS: 

A.  On  the  date  the  disability  began,  if  the  worker  meets  require- 
ments in  §  510  above  on  that  day;  or 

B.  On  the  first  day  of  the  first  quarter  after  the  day  the  disability 
began  that  he  meets  those  requirements,  if  he  does  not  meet 
them  on  the  day  the  disability  began. 

A  period  of  disability  may  begin  in  a  month  after  the  first  month 
of  entitlement  to  any  other  type  of  monthly  benefit,  but  in  no 
event  can  a  period  of  disability  begin  less  than  6  months  before  the 
month  in  which  the  person  becomes  65  years  of  age,  unless  he  has 
become  entitled  to  disability  insurance  benefits  without  a  waiting 
period.  (See  §  504  above.) 

512.  A  PERIOD  OF  DISABILITY  ENDS  with  the  last  day  of  whichever  of 
the  following  months  is  earliest: 

A.  The  second  month  after  the  month  in  which  disability  ceases; 
or 

B.  The  month  before  the  month  of  attainment  of  age  65;  or 

C.  The  month  of  death. 

513.  Disability  is  defined  differently  for  different  purposes: 

A.  Disability  means  most  generally,  for  purposes  both  of  entitle- 
ment to  benefits  and  establishment  of  a  period  of  disability, 
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the  inability  to  engage  in  any  substantial  gainful  activity  by 
reason  of  any  medically  determinable  physical  or  mental  im- 
pairment which  can  be  expected  to  result  in  death  or  which 
has  lasted  or  can  be  expected  to  last  for  a  continuous  period 
of  not  less  than  12  months.  Not  only  must  a  person  be  in- 
capable of  performing  his  prior,  usual  or  regular  work,  or 
work  in  keeping  with  his  education,  training,  experience  and 
skills  (i.e.,  equal  to  his  previous  type  of  work  in  earnings  or 
use  of  his  capacities);  he  must  also  be  unable  to  engage  in  any 
substantial  gainful  activity.  In  making  a  determination  as  to 
such  inability,  his  medical  condition  is  the  primary  factor, 
although  his  education,  training,  experience,  and  skills  are 
also  taken  into  consideration. 

For  months  before  September  1965,  benefits  were  payable 
only  if  the  impairment  could  be  expected  to  be  of  "long- 
continued  and  indefinite  duration"   (or  to  result  in  death). 

B.  An  alternative  meaning  of  disability,  for  a  blind  person  who 
has  attained  age  55,  is  the  inability,  because  of  his  blindness, 
to  engage  in  substantial  gainful  activity  requiring  skills  or 
abilities  comparable  to  those  of  any  gainful  activity  in  which 
he  has  previously  engaged  with  some  regularity  and  over  a 
substantial  period  of  time. 

C.  For  purposes  of  establishing  a  period  of  disability  only,  dis- 
ability can  also  mean  blindness,  without  regard  to  ability  to 
engage  in  any  substantial  gainful  activity. 

Blindness,  for  the  purposes  of  (B)  and  (C)  above,  is  defined  as 
either  central  visual  acuity  of  5/200  or  less  in  the  better  eye  with  best 
correction,  or  concentric  contraction  of  the  visual  fields  to  5  degrees 
or  less. 

514.  Substantial  gainful  activity  is  any  work  of  a  nature  gen- 
erally performed  for  remuneration  or  profit,  involving  the  perform- 
ance of  significant  physical  or  mental  duties,  or  a  combination  of 
both.  Work  may  be  considered  substantial  even  if  performed  part- 
time,  and  even  if  it  is  less  demanding  or  less  responsible  than  the 
individual's  former  work,  and  it  may  be  considered  gainful  even  if 
it  pays  less  than  his  former  work. 

515.  A  MEDICALLY  DETERMINABLE  PHYSICAL  OR  MENTAL  IMPAIR- 
MENT IS  PRESENT  if  there  is  evidence  that  medically  discernible 
anatomical,  physiological,  biochemical  or  psychological  aberrations 
exist. 
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Such  impairments  as  shortness  of  breath  (dyspnea),  pain,  lack  of 
musculoskeletal  function,  decreased  vision  or  hearing,  decreased 
memory,  etc.,  should  be  shown  to  result  from  structural,  physiologi- 
cal, or  psychological  changes  which  can  be  determined  by  a 
physician. 

516.  The  requirement  that  the  impairment  must  have  lasted 
OR  CAN  BE  EXPECTED  TO  LAST  for  a  coutinuous  period  of  not  less  than 
12  months  may  be  met,  even  though  recovery  is  expected  to  occur 
at  some  time  after  the  12-month  period.  This  is  true  even  if  the 
claim  for  disability  insurance  benefits  is  filed  after  the  individual 
has  recovered,  provided  the  impairment  had  prevented  him  from 
engaging  in  substantial  gainful  activity  for  a  continuous  period  of 
at  least  12  months. 

An  individual  with  a  disabling  impairment  which  is  amenable 
to  treatment  that  could  be  expected  to  restore  his  ability  to  work, 
would  be  considered  disabled,  provided  he  is  undergoing  the  therapy 
prescribed  by  his  sotirces  of  treatment  and  his  impairment  has  none- 
theless lasted,  or  is  expected  to  last  for  a  continuous  period  of  at 
least  12  months.  However,  a  person  who  willfully  fails  to  follow 
such  prescribed  treatment  could  not  by  virtue  of  such  failure  be 
considered  to  be  under  a  disability. 

517.  An  impairment  is  likely  to  result  in  death  if,  on  the  basis 
of  the  medical  history  and  current  medical  condition  of  the  individ- 
ual, it  is  found  to  be  in  a  terminal  stage. 

518.  A  DETERMINATION  OF  DISABILITY  DEPENDS  UPON  all  the  faCtS  in 

the  case,  including: 

A.  The  severity  of  the  individual's  impairment  as  determined 
from  the  medical  evidence; 

B.  His  remaining  functional  capacity,  if  any,  to  engage  in  sub- 
stantial gainful  activity,  notwithstanding  his  impairment;  and 

C.  His  age,  educational  background,  training,  skills,  and  work 
experience. 

519.  The  medical  evidence  must  show,  to  qualify  either  for  dis- 
ability benefits,  or  for  the  establishment  of  a  period  of  disability 

(except  where  disability  is  based  on  blindness  as  defined  in  §  513 
above),  that  the  claimant  has  a  physical  or  mental  impairment  which 
results  in  a  lack  of  ability  to  perform  significant  functions— such  as 
sitting,  standing,  moving  about,  handling  objects,  hearing,  or  speak- 

98 


ing,  or,  in  the  case  of  mental  impairment,  reasoning  or  understand- 
ing; and  that  he  cannot,  considering  his  age,  training,  education, 
and  work  experience,  engage  in  any  substantial  gainful  activity. 

520.  Medical  evidence  alone  may  justify  a  finding  that  the  per- 
son is  not  under  a  disability  where  the  only  impairment  is  a  slight 
neurosis,  slight  impairment  of  sight  or  hearing,  or  any  other  slight 
abnormality  or  combination  of  slight  abnormalities. 

521.  A  FINDING  OF  disability  MAY  BE  MADE  ON  THE  MEDICAL  EVI- 
DENCE ALONE  where  the  individual's  impairment  would  ordinarily 
be  considered  as  preventing  substantial  gainful  activity,  except 
where  other  evidence  precludes  a  finding  of  disability  (e.g.,  he  is 
actually  engaging  in  substantial  gainful  activity).  Examples  of  such 
impairments  are: 

A.  Loss  of  the  use  of  two  limbs. 

B.  Certain  progressive  diseases  which  have  resulted  in  the  physi- 
cal loss  or  atrophy  of  a  limb,  such  as  diabetes,  multiple  scle- 
rosis, or  Buerger's  disease. 

C.  Diseases  of  heart,  lungs  or  blood  vessels,  which  have  resulted 
in  major  loss  of  heart  or  lung  reserve,  as  evidenced  by  X-ray, 
electrocardiogram  or  other  objective  findings  so  that,  despite 
prescribed  medical  treatment,  it  produced  breathlessness, 
pain  or  fatigue  on  mild  exertion,  such  as  walking  several 
blocks,  using  public  transportation  and  engaging  in  the  ordi- 
nary activities  of  daily  living. 

D.  Cancer  which  is  inoperable  and  progressive. 

E.  Damage  to  the  brain  or  brain  abnormality  which  has  resulted 
in  severe  loss  of  judgment,  intellect,  orientation  or  memory. 

F.  Mental  disease  (e.g.,  psychosis  or  severe  psychoneurosis) 
manifested  by  marked  constriction  of  daily  activities  and  in- 
terests, deterioration  in  personal  habits  and  seriously  im- 
paired ability  to  relate  to  other  people. 

G.  Loss  or  diminution  of  vision  to  the  extent  that  the  affected 
individual  has  central  visual  acuity  of  no  better  than  20/200 
in  the  better  eye  after  best  correction,  or  contraction  of  the 
visual  field  to  10  degrees  or  less  from  the  point  of  fixation. 

H.    Loss  of  effective  speech. 

L     Loss  of  effective  hearing  uncorrectible  by  a  hearing  aid. 

522.  Evidence  of  ability  to  engage  in  substantial  gainful 
ACTIVITY,  such  as  actually  engaging  in  such  activity  will  preclude  a 
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finding  of  disability  under  the  definition  in  §  513  (A)  even  though 
the  individual  may  have  an  impairment  as  severe  as  those  in  §  521 
above,  or  even  more  severe. 

By  contrast,  where  the  person  is  blind  and  is  55  or  over,  a  finding 
of  disability  under  the  definition  in  §  513(B)  is  not  precluded. 
However,  although  such  a  person  can  be  found  to  be  under  a  dis- 
ability, benefits  are  not  payable  to  him  for  any  month  in  which  he 
actually  engages  in  substantial  gainful  activity. 

523.  Impairments  which  fall  short  of  the  levels  of  severity 
INDICATED  IN  §  521  ABOVE  must  also  be  evaluated  to  determine 
whether  they  do  in  fact  prevent  the  person  from  engaging  in  any 
substantial  gainful  activity,  taking  into  account  his  age,  education, 
training,  and  work  experience. 

524.  The  physical  or  mental  impairment  must  be  the  primary 
REASON  for  the  individual's  inability  to  perform  substantial  gainful 
activity.  Inability  to  secure  work  or  to  hold  a  job  does  not  neces- 
sarily indicate  lack  of  capacity  to  work.  Thus,  a  person  is  not  con- 
sidered under  a  disability  if  he  remains  unemployed  for  reasons 
not  due  to  his  impairment,  but,  for  example,  because  of: 

A.  Hiring  practices  of  certain  employers; 

B.  Technological  changes  in  his  industry;  or 

C.  Local  or  cyclical  economic  conditions. 

525.  Age,  education,  training,  skills,  and  work  experience  are 
important  in  deciding  whether  a  person  is  able  to  engage  in  other 
types  of  substantial  gainful  activity,  when  he  has  impairment  that 
prevents  him  from  working  at  his  regular  occupation.  For  example, 
a  finding  of  disability  may  be  made  where: 

A.  The  individual  has  long-time  work  experience   (35-40  years 
or  more)  limited  to  arduous,  unskilled,  physical  labor;  and 

B.  He  has  little  education;  and 

C.  He  has  a  significant  impairment  in  that  it  prevents  him  from 
performing  his  previous  kind  of  work;  and 

D.  He  has  not  demonstrated  ability  to  do  lighter  work. 

On  the  other  hand,  a  younger  or  better  educated  person  or  one 
with  training  or  work  experience  which  qualifies  him  for  substantial 
gainful  work  different  from  his  regular  occupation  but  consistent 
with  his  impairment,  might  not  be  considered  disabled. 
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Although  advancing  age  may  affect  a  person's  capacity  to  work  in 
competition  with  others,  unemployment  due  primarily  to  age  (i.e., 
employers  may  not  wish  to  hire  older  workers),  does  not  show  in- 
ability to  engage  in  substantial  gainful  activity  by  reason  of  a  medi- 
cal impairment. 

Education  and  training  affect  a  person's  employment  capacity  and 
his  adaptability  to  a  new  kind  of  job  when  his  impairment  prevents 
him  from  performing  his  regular  work.  However,  lack  of  formal 
schooling  (or  limited  formal  education)  does  not  necessarily  show 
inability  to  do  skilled  work,  if  the  kinds  of  responsibility  he  carried 
when  working  indicate  that  he  has  the  ability  to  do  more  skilled 
work. 

526.  An  independent  disability  determination  must  be  made 
UNDER  THE  SOCIAL  SECURITY  ACT,  based  on  all  the  facts  in  the  individ- 
ual case.  A  decision  made  by  another  governmental  or  nongovern- 
mental agency  that  the  person  is  or  is  not  disabled  is  not  controlling 
for  the  purpose  of  meeting  the  disability  requirements  of  the  Social 
Security  Act.  Similarly,  a  statement  by  a  physician  that  a  person 
is  disabled,  or  unable  to  work,  is  not  controlling.  The  weight  given 
to  such  decision  or  statement  depends  on  the  extent  to  which  it  is 
supported  by  specific  and  complete  clinical  findings  and  is  consistent 
with  other  evidence  as  to  the  severity  and  probable  duration  of  the 
impairment  or  impairments. 

527.  Disability  determinations  are  not  based  on  a  rating 
SCHEDULE  showing  percentage  of  disability  caused  by  a  given  im- 
pairment. The  question  to  be  determined  under  §  513(A)  is  whether 
the  person,  in  spite  of  his  impairment,  has  sufficient  residual  func- 
tional capacity  to  be  able  to  engage  in  any  substantial  gainful  ac- 
tivity. For  a  blind  person  age  55  or  over  the  question  is  as  indicated 
by  the  definition  of  disability  in  §  513  (B). 

The  most  frequently  encountered  impairments  and  the  medical 
factors  considered  in  determining  their  effect  are  described  in 
chapter  6. 

528.  Evidence  of  disability  must  be  furnished  by  the  claimant, 
including: 

A.  Medical  evidence  concerning  the  nature  and  extent  of  the  im- 
pairment during  the  time  it  is  alleged  to  have  prevented  the 
claimant  from  engaging  in  substantial  gainful  activity;  and 
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B.  Evidence  as  to  his  training  and  education,  work  experience, 
and  daily  activities  both  prior  to  and  after  the  alleged  onset 
of  his  disability;  and 

C.  Evidence  of  his  efforts  to  engage  in  gainful  employment  or 
business;  and 

D.  Other  pertinent  facts  showing  the  effect  of  his  impairment 
on  his  ability  to  perform  work-related  functions. 

Except  for  medical  evidence  about  the  nature  and  extent  of  the 
impairment  in  (A),  these  kinds  of  evidence  are  not  needed  to 
establish  a  period  of  disability  based  on  statutory  blindness. 

529.  Medical  evidence  should  include  a  description  of  the  im- 
pairment as  to  cause  (etiology);  medical  history,  including  struct- 
ural or  functional  changes  involved  (pathology  and  physiology); 
results  of  laboratory  and  diagnostic  examinations;  treatment  given 
or  prescribed  (therapy);  and  response  to  treatment.  This  evidence 
should  consist  of: 

A.  A  report  signed  by  a  licensed  physician; 

B.  Authenticated  copies  of  the  medical  records,  or  abstracts 
thereof,  of  any  hospital,  clinic,  institution,  or  sanitarium 
where  the  applicant  was  examined  or  treated  for  his  impair- 
ment; or 

C.  Any  other  pertinent  evidence  of  probative  value. 

The  clinical  and  laboratory  findings  should  be  sufficiently  de- 
tailed to  support  an  independent  diagnosis  and  prognosis  by  the  re- 
viewing physician  and  enable  him  to  form  a  clear  picture  of  the 
applicant's  remaining  functional  capacities  (e.g.,  where  shortness 
of  breath  is  re|X)rted,  the  level  of  activity  at  which  it  occurs  should 
be  described). 

530.  Consultative  examinations  at  government  expense  may  be 
necessary  for  one  or  more  of  the  following  reasons: 

A.  To  obtain  highly  technical  evidence  believed  to  be  necessary 
for  sound  evaluation  by  the  reviewing  physician  and  which 
the  attending  physician  is  unable  to  provide;  e.g.,  an  actual 
measurement  of  the  applicant's  capacity  to  consume  oxygen 
at  a  specified  rate. 

B.  There  are  conflicting  medical  reports  in  the  file  from  two  or 
more  sources,  and  the  reviewing  physician  is  unable  to  recon- 
cile the  separate  pieces  of  evidence. 

C.  The  attending  physician's  report  describes  severity  (func- 
tional), treatment,  or  duration  characteristics  which  in  the 
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opinion  of  the  reviewinj^  physician  are  inconsistent  with  the 
supporting  history  and  physical   and  laboratory  findings. 

D.  The  attending  physician's  diagnostic,  therapeutic,  and  prog- 
nostic conclusion,  in  the  opinion  of  the  reviewing  physician, 
is  not  supported  by  the  history  and  physical  and  laboratory 
data,  and  attempts  to  obtain  such  additional  information 
from  the  attending  physician  have  not  been  successful, 

E.  The  applicant  gives  notice  that  he  intends  to  appeal  the  de- 
cision on  his  case  and  the  revie^ving  physician  believes  the 
case  would  be  better  supported  or  the  attending  physician's 
evidence  strengthened  with  an  independent  examination. 

F.  When  the  person  is  currently  on  the  disability  rolls  and  it 
appears  that  his  disability  may  have  ended. 

531.  A    PERSON    IS    NO    LONGER    DISABLED    UNDER    THE    DEFINITION    IN 

§  513  (A)  when: 

A.  Medical  evidence  shows  the  impairment  no  longer  prevents 
him  from  engaging  in  substantial  gainful  activity;  or 

B.  His  ^vork  activity  shows  (after  a  trial  work  period,  where  one 
is  applicable)  that  he  has  regained  his  ability  to  engage  in 
substantial  gainful  activity. 

532.  A  REPORT  TO  the  social  security  ADMINISTRATION  must  be 
made  if: 

A.  The  disabled  person's  medical  condition  improves;  or 

B.  Either: 

1.  He  goes  to  work,  whether  as  an  employee  or  self-employed 
person;  or 

2.  He  increases  the  amount  of  his  work;  or 

3.  His  earnings  from  work  increase;  or 

C.  He  has  been  in  a  hospital  or  similar  institution  and  is  dis- 
charged from  it;  or 

D.  He  applies  for,  or  begins  receiving,  disability  benefits  under 
any  workmen's  compensation  law  or  plan. 

533.  When  a  person  with  a  severe  impairment  performs  w^ork 
during  a  period  of  alleged  disability  the  factors  listed  below  tend  to 
demonstrate  that  the  person  is  performing  or  is  capable  of  per- 
forming substantial  gainful  work  and  is  therefore  not  disabled 
under  the  definition  in  §  513  (A). 

A.    Performance  of  duties  involving  skill,  experience,  or  respon- 
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sibility,  or  contributing  substantially  to  the  operation  of  a 
business  enterprise. 

B.  Performance  by  a  self-employed  individual  of  managerial,  ad- 
visory or  other  significant  personal  services. 

C.  Performance  of  work  for  an  amount  of  time  comparable  to 
the  time  customarily  spent  by  persons  without  impairment  in 
similar  work  as  a  regular  means  of  livelihood. 

D.  Performance  of  w^ork  which  does  not  constitute  substantial 
gainful  activity  in  itself,  but  which  indicates  that  the  individ- 
ual has  a  residual  capacity  to  engage  in  substantial  gainful 
activity;  as,  for  example,  where  he  is  using  work  skills  or 
abilities  on  a  limited  basis,  but  is  capable  of  increasing  the 
use  of  those  skills  or  abilities. 

E.  Performance  of  ^vork  under  special  conditions  of  employ- 
ment (such  as  ^vork  in  a  sheltered  workshop  or  in  a  hospital 
as  a  patient,  which  takes  account  of  the  individual's  impair- 
ment) which  shows  that  he  has  the  skill  and  ability  to  engage 
in  substantial  gainful  activity. 

534.  The  performance  of  "made  work,"  or  work  involving  only 
minimal  or  trifling  duties  which  make  little  or  no  demand  on  the 
individual  and  are  of  little  or  no  usefulness  to  his  business  (if  he  is 
self-employed)  or  to  his  employer,  does  not  demonstrate  ability  to 
engage  in  substantia]  gainful  activity. 

535.  Earnings  may  be  significant  in  determining  whether  a  per- 
son is  able  to  engage  in  substantial  gainful  activity.  Generally,  work 
Avhich  results  in  substantial  earnings  would  establish  ability  to 
engage  in  substantial  gainful  activity.  However,  the  fact  that  the 
person's  activities  do  not  result  in  substantial  earnings  does  not 
establish  that  he  is  unable  to  engage  in  substantial  gainful  activity. 
Regardless  of  the  amount  of  earnings,  the  circumstances  under  which 
the  work  was  performed  must  be  considered.  Where  he  has  to 
discontinue  his  work  after  a  short  time  because  of  his  impairment, 
his  earnings  would  not  demonstrate  ability  to  engage  in  substantial 
gainful  activity.  In  the  case  of  work  under  special  conditions  (e.g., 
in  a  "sheltered  workshop"),  only  the  earnings  attributable  to  the 
person's  own  productivity  (as  distinguished  from  a  subsidy  based 
on  his  financial  needs  or  other  nonwork  factors)  are  considered. 
However,  the  fact  that  the  "sheltered"  establishment  operates  at  a 
deficit  and  receives  charitable  contributions  or  governmental  aid 
would  not  necessarily  establish  that  a  particular  employee  is  not 
earning  the  amount  paid  to  him. 
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536.  Income  of  a  self-employed  person  may  be  given  less  weight 
in  determining  his  abiHty  to  engage  in  substantial  gainful  activity 
than  the  extent  of  his  activities  in  the  business,  and  the  supervisory, 
managerial,  or  advisory  services  he  can  render.  Tliis  is  so  because 
earnings  or  losses  from  the  business  may  be  due  to  factors  other 
than  his  work  activities.  For  example,  a  business  may  have  only  a 
small  profit,  or  may  even  operate  at  a  loss,  even  though  the  person 
performs  sufficient  work  to  constitute  substantial  gainful  activity. 

537.  As    AN    INCENTIVE    FOR    PERSONAL    REHABILITATION    EFFORTS,    A 

TRIAL  WORK  PERIOD  IS  PROVIDED  for  disability  beneficiaries  (i.e., 
persons  who  have  been  awarded  disability  insurance  benefits  or 
child's  benefits  as  disabled  children)  who  are  still  disabled  but  who 
return  to  work,  whether  under  approved  State  plans  of  rehabilita- 
tion, or  otherwise.  It  allows  them  to  ^vork  for  as  many  as  9  months 
without  affecting  their  right  to  benefits  during  the  trial  work  period 
if  their  disability  does  not  cease  during  this  period. 

In  determining  the  number  of  months  the  person  has  worked 
in  the  trial  work  period,  only  work  which  is  remunerative  or  of 
a  type  that  would  normally  be  remunerative  is  cotinted.  Work 
performed  without  remiuieration  for  therapeutic  purposes,  in  an 
unpaid  training  program,  in  routine  duties  at  home,  or  in  self-care 
Avill  not  be  counted. 

Any  work  done  during  these  9  months,  which  need  not  be  con- 
secutive, is  disregarded  in  determining  whether  disability  has  ceased 
during  the  trial  work  period.  However,  work  done  in  or  after  the 
trial  work  period  is  considered  in  determining  whether  the  dis- 
ability has  ceased  after  the  end  of  the  trial  work  period. 

538.  Benefits  will  continue  for  an  additional  2  months  after 
the  month  the  disability  is  determined  to  have  ceased.  In  cases  where 
there  were  9  months  of  trial  work,  benefits  ^vill  thus  usually  con- 
tinue at  least  12  months  from  the  beginning  date  of  employment. 

539.  Only  one  trial  work  period  is  allowed  in  one  period  of 
disability.  No  trial  work  period  may  be  allowed  while  a  person  is 
entitled  to  a  disability  insurance  benefit  for  which  he  qualified  ^vith- 
out  a  waiting  period. 

540.  The  trial  work  period  begins  with  the  month  in  W'hich  the 
beneficiary  becomes  entitled  to  disability  insurance  benefits,  or  in 
the  case  of  a  disabled  child  beneficiary  who  has  attained  the  age  of 
18,  with  the  month  in  which  he  attains  the  age  of  18  or  the  month 

105 


in  which  he  becomes  entitled  to  such  benefits,  whichever  is  later. 
The  up  to  9  months  of  trial  work  (whether  or  not  such  9  months 
are  consecutive)  will  be  counted  beginning  with  the  first  month 
within  the  trial  period  in  which  a  beneficiary,  who  is  determined 
to  still  have  a  severe  impairment,  performs  services. 

541.  The  trial  work  period  ends  with  the  ninth  month  of  work 
or,  if  earlier,  with  the  month  in  which  disability  ceases,  or  upon 
death  or  attainment  of  age  65. 

542.  Persons  applying  for  disability  benefits  or  a  disability 
freeze  are  referred  to  state  vocational  rehabilitation  agencies 
so  that  a  maximum  number,  who  have  the  potential  to  be  restored 
to  productive  work,  may  be  rehabilitated.  So  that  vocational  re- 
habilitation services  will  be  more  readily  available  to  social  security 
disability  beneficiaries,  costs  of  such  services  may  be  paid  from  the 
social  security  trust  funds  for  a  certain  number  of  beneficiaries, 
under  the  following  circumstances: 

A.  The  disability  beneficiary's  impairment  is  not  so  rapidly  pro- 
gressive as  to  outrun  the  effect  of  vocational  rehabilitation 
services,  or  to  preclude  his  restoration  to  productive  activity; 
and 

B.  The  impairment,  without  the  rehabilitation  services  planned, 
is  expected  to  remain  at  a  level  of  severity  which  would  re- 
sult in  the  continuing  payment  of  disability  benefits;  and 

C.  It  is  reasonably  expected  that  the  provision  of  such  services 
will  restore  the  beneficiary  to  productive  activity,  thus  ter- 
minating his  disability  benefits;  and 

D.  It  is  reasonably  predicted  that  the  beneficiary's  period  of 
productive  work,  after  he  is  rehabilitated,  will  be  long  enough 
so  that  the  cost  of  his  rehabilitation  services  will  be  offset  by 
the  savings  in  benefit  payments,  and  the  additional  contribu- 
tions to  the  trust  funds  from  his  earnings. 

Individuals  are  selected  to  receive  vocational  rehabilitation  serv- 
ices in  accordance  with  the  above  criteria  and  with  regulations  pre- 
scribed by  the  Vocational  Rehabilitation  Administration. 
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Chapter  6 


Medical  Factors  in  Evaluating 
Disability 


600.  Development  of  medical  evaluation  guides. 

601.  Conditions  falling  short  of  severity  of  those  described  in  medical  guides. 

602.  Determination  of  severity  and  expected  duration  of  impairment. 

603.  Impairments  of  musculoskeletal  system. 

604.  Loss  of  use  of  limb. 

605.  Impairments  due  to  arthritis.   /~^ 

606.  Visual  impairments. 

607.  Measurement  of  auditory  efficiency. 

608.  Respiratory  impairments. 

609.  Extent  of  respiratory  impairment. 

610.  Effect  of  pulmonary  tuberculosis. 

611.  Diseases  and  disorders  of  digestive  system. 

612.  Effect  of  impairments  of  the  cardiovascular  system. 

613.  Loss  of  capacity  because  of  principal  symptoms  of  heart  disease. 

614.  Shortness  of  breath  and  fatigue  due  to  congestive  heart  failure. 

615.  Arteriosclerotic  heart  disease. 

616.  Allegations  of  impairment  due  to  high  blood  pressure  associated  with  hyper- 
tensive vascular  disease. 

617.  Damage  to  the  heart,  brain,  kidneys,  and  eyes. 

618.  Effect  of  impairments  due  to  peripheral  vascular  disease. 

619.  Genito-urinary  conditions. 

620.  Diseases  involving  hemic  and  lymphatic  system. 

621.  Effect  of  impairments  resulting  from  diseases  of  endocrine  system. 

622.  Diabetes  mellitus. 

623.  Disorders  of  nervous  system. 

624.  Neurological  disorders. 

625.  Stroke  or  cerebrovascular  accident. 

626.  Epilepsy. 

627.  Effect  of  anterior  poliomyelitis. 

628.  Effect  of  other  neurological  conditions. 

629.  Psychiatric  disorders. 

630.  Organic  brain  syndrome. 

631.  Impairment  caused  by  mental  deficiency. 

632.  Effect  of  functional  mental  disorders. 


600.  Medical  guides  have  been  developed,  with  the  assistance  of  a 
national  Medical  Advisory  Committee,  for  evaluating  disability 
under  the  Social  Security  Act.  One  objective  of  the  guides  is  to  pro- 
mote equal  treatment  for  all  applicants  throughout  the  country. 

These  medical  guides  are  essentially  clinical  descriptions  of  a 
number  of  impairments  that  may  be  disabling  from  the  point  of 
view  of  anatomical  damage  or  functional  loss.  Primarily,  they  de- 
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scribe  the  symptoms  and  the  clinical  and  laboratory  findings  that 
may  indicate  whether  a  disease  process  has  reached  such  a  stage  that 
persons  so  affected  would  lack  the  ability  to  perform  any  kind  of  sub- 
stantial work. 

The  guides  are  intended  to  facilitate  identification  of  impair- 
ments which  may  be  sufficiently  severe  to  result  in  the  inability  to 
engage  in  substantial  gainful  activity.  It  is  not  possible  to  describe 
all  conditions  which  may  be  disabling.  The  effects  of  a  given  im- 
pairment will  vary  as  between  individuals.  An  applicant  with  an  im- 
pairment described  in  the  guides  may  not  be  considered  disabled 
within  the  meaning  of  the  law  if  and  when  he  actually  manages  to 
engage  in  substantial  gainful  activity  in  spite  of  the  impairment. 

601.  Impairments  described  in  the  guides  are  evaluated  in  terms  of 
whether  in  fact  they  prevent  the  applicant  from  engaging  in  any 
substantial  gainful  activity,  taking  into  account  his  age,  education, 
training,  and  work  experience.  There  is  no  requirement  that  the 
applicant  have  a  single  impairment  or  a  combination  of  impair- 
ments comparable  in  severity  to  those  described  in  the  medical 
guides. 

602.  To   DETERMINE   THE    SEVERITY   AND   EXPECTED   DURATION    of  an 

impairment,  the  following  factors  are  considered: 

A.  Whether  the  disease  affects  one  or  more  than  one  body 
system; 

B.  The  extent  to  which  the  disease  interferes  with  the  ability 
of  all  body  systems  to  contribute  their  share  to  the  individ- 
ual's capacity  for  walking,  sitting,  standing,  bending,  manip- 
ulating, seeing,  speaking,  hearing,  remembering,  and  main- 
taining interpersonal  relationships; 

C.  The  cause   (etiology)  of  the  disease:  i.e.,  whether  neoplastic 

(malignant),  infectious  or  degenerative;  and 

D.  The  response  to  the  therapy  prescribed  by  the  treating 
physician. 

Response  or  lack  of  response  to  prescribed  therapy  may  be  differ- 
ent in  neoplastic  as  compared  with  infectious  disease.  In  evaluating 
a  neoplastic  impairment,  consideration  is  also  given  to  the  location 
of  the  lesion,  operability,  recurrence,  or  progression. 

Below  are  described,  by  body  system,  impairments  most  fre- 
quently encountered  and  which  most  frequently  result  in  disability, 
together  with  the  specific  medical  evidence  needed  for  evaluating 
the  effect  of  such  impairments  on  the  individual's  ability  to  engage 
in  substantial  gainful  activity. 
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603.  Impairments  of  the  musculoskeletal  system  arc  evaluated 
in  the  light  of  their  effect  on  the  normal  movements  involved  in 
working  for  a  living.  The  principal  factors  considered  are: 

A.  Remaining  capacity  for  weight-bearing,  walking,  standing, 
sitting,  stooping,  grasping,  lifting,  reaching,  and  bending; 

B.  Ability  to  perform  gross  or  fine  manipulative  movements  of 
arms,  hands,  and  fingers; 

C.  Existence  of  an  underlying  systemic  disease  with  secondary 
loss  of  musculoskeletal  function,  as  in  diabetes  mellitus,  or 
obliterative  atherosclerosis,  because  these  diseases  are  gen- 
eralized and  progressive; 

D.  Ability  to  use  prosthetic  devices; 

E.  Ability  to  coordinate;   _ 

F.  Presence  of  severe  pain;  and 

G.  Loss  of  strength. 

604.  Effect  of  loss  of  use  of  a  limb  caused  by  injury  or  disease 
resulting  in  amputation,  deformity,  fixation,  defective  or  damaged 
innervation  or  other  change,  is  evaluated  by  taking  into  considera- 
tion not  only  loss  of  the  limb  but  also: 

A.  The  restorative  potential  and  remaining  function  in  the  other 
limb;  and 

B.  The  existence  of  other  impairments. 

Where  there  is  permanent  loss  of  function  due  to  disease,  the 
function  in  the  remaining  limb  should  be  demonstrated  by  the 
medical  evidence.  (See  §  618  for  evaluation  of  peripheral  vascular 
disease.) 

605.  To  EVALUATE  THE   EFFECT  OF   IMPAIRMENT  DUE  TO  ARTHRITIS, 

consideration  is  given  to: 

A.  The  etiologic  type  of  arthritis; 

B.  The  activity  of  the  disease  and  the  frequency,  severity,  and 
duration  of  episodes; 

C.  The  joints  affected; 

D.  Degree  of  interference  with  standing,  walking,  or  hand  and 
finger  manipulation;  and 

E.  Existence  of  other  constitutional  or  systemic  changes. 

The  medical  evidence  should  describe  the  arthritic  condition  in 
sufficient  detail  to  permit  an  accurate  assessment  of  the  limitation 
of  function.  Evidence  should  include  complete  reports  of  medical 
history,  clinical  findings  and  reports  of  results  of  laboratory  tests 
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rather  than  diagnostic  interpretations  only.  Measurement  and  de- 
scription of  deformities,  if  any,  and  of  the  remaining  ranges  of  mo- 
tion in  affected  joints  should  also  be  included.  Any  joint  changes, 
loss  of  muscle  mass,  pain  or  other  abnormality  should  be  carefully 
described,  so  that  limitation  of  motion  and  remaining  capacity  can 
be  objectively  assessed. 

606.  Visual  impairments  are  evaluated  by  considering  the  follow- 
ing primary  factors  of  visual  efficiency: 

A.  Central  visual  acuity; 

B.  Field  of  vision;  and 

C.  Muscle  function. 

The  determination  of  visual  capacity  depends  upon  findings  made 
by  a  competent  medical  examiner,  based  upon  accepted  methods 
of  measuring  visual  efficiency.  His  measurement  of  visual  acuity 
should  include  a  report  of  refraction  and  be  based  upon  the  best 
corrected  visual  acuity  for  distance  and  near  vision.  Central  fields 
may  also  be  done,  where  indicated,  but  are  not  satisfactory  unless 
accompanied  by  a  report  of  peripheral  field  of  vision,  measured  by 
use  of  the  perimeter  with  suitable  distance  and  test  object. 

607.  Auditory  efficiency  is  measured  on  the  basis  of  testing  air, 
nerve,  and  bone  conduction,  which  shows  the  amount  of  hearing 
capacity  with  a  hearing  aid.  In  cases  of  advanced  diseases  of  the 
inner  ear,  consideration  is  given  to  the  existence  of  severe  and  fre- 
quent vertigo,  nausea,  and  staggering  gait  in  addition  to  static  or 
progressive  hearing  loss. 

608.  Respiratory  impairments  usually  result  from  these  respira- 
tory diseases:  pulmonary  tuberculosis;  asthma;  bronchitis;  emphy- 
sema; pneumoconiosis  (such  as  silicosis  or  anthracosis);  bronchiec- 
tasis (a  disease  causing  localized  dilation  of  air  passages);  and  pul- 
monary fibrosis  (which  may  be  a  primary  disease,  or  result  from  the 
others,  and  may  interfere  with  either  ventilation  or  diffusion).  With 
the  exception  of  pulmonary  tuberculosis,  impairment  in  these  dis- 
eases generally  results  from  inability  of  the  respiratory  mechanism 
to  supply  sufficient  oxygen  to  meet  energy  demands. 

609.  The  extent  of  respiratory  impairment  depends  upon  the 
degree  of  interference  with  the  oxygen  supply,  which  is  carried  to 
the  tissues  through  3  separate  functions: 
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A.  Ventilation— the  ability  to  maintain  air  flow  in  and  out  of 
the  lung. 

B.  Diffusion— the  ability  of  oxygen  to  pass  across  the  lung  mem- 
brane into  the  blood  stream. 

C.  Circulation— the  ability  to  have  oxygen  carried  away  by  the 
blood  stream. 

Most,  if  not  all,  of  the  above  diseases  may  interfere  with  one  or 
more  of  the  separate  functions. 

The  effect  of  ventilation  impairments  is  determined  on  the  basis 
of  history,  physical  examination,  and  suitable  laboratory  tests.  In 
most  instances,  hematocrits  and  X-rays  are  needed.  Generally,  ven- 
tilatory tests  such  as  total  vital  capacity,  one-second  vital  capacity, 
and  maximum  breathing  tests  are  necessary  to  help  determine  the 
extent  of  remaining  capacity  to  ventilate. 

Some  diseases  impair  diffusion  capacity;  in  others,  the  circulatory 
bed  of  the  lung  may  also  be  reduced.  In  a  few  of  these  conditions, 
there  may  be  normal,  or  relatively  normal,  ability  to  maintain 
ventilation,  but  the  diffusion  and  circulation  capacities  are  reduced. 
The  preferred  method  for  determining  a  person's  capacity  to  do 
work  is  to  test  his  ability  to  consume  oxygen,  which  measures  all 
three  functions:  ventilation,  diffusion,  and  circulation. 

To  determine  the  effect  of  respiratory  diseases,  other  than  pul- 
monary tuberculosis,  the  medical  information  should  show  the 
anatomical  and  physiological  results  of  these  conditions,  to  permit 
assessment  of  the  extent  to  which  activity,  such  as  walking  several 
blocks  slowly,  doing  small  chores,  etc.,  produces  symptoms  of  pul- 
monary insufficiency  such  as  easy  fatigability  or  shortness  of  breath. 
In  appropriate  cases,  the  medical  information  should  include  results 
of  tests  which  actually  demonstrate  the  person's  remaining  respira- 
tory capacity,  such  as  ventilatory  tests,  blood  gas  studies,  and  tests 
of  ability  to  consume  oxygen. 

610.  The  effect  of  pulmonary  tuberculosis  is  determined  by 
giving  primary  consideration  to  the  anatomical  extent  and  activity 
of  the  disease.  Supporting  evidence  should  include: 

A.  Significant  history. 

B.  Physical  findings  and  pertinent  laboratory  data,  such  as  serial 
X-rays  and  bacteriologic  tests  with  dates. 

C.  Special  X-rays,  such  as  laminograms,  as  needed. 

The  evidence  should  be  in  sufficient  detail  to  permit  a  determina- 
tion of  the  severity  and  expected  duration  of  the  condition.  Where 
tuberculosis  is  inactive  or  quiescent  and  the  applicant  alleges  short- 
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ness  of  breath,  pulmonary  function  studies  as  described  in  §  609 
may  be  necessary. 

611.  Diseases  and  disorders  of  the  digestive  system  which  in- 
terfere with  proper  food  intake,  digestion,  or  excretion,  may  result 
in  malnutrition,  evidenced  by  loss  of  Aveight,  loss  of  muscle  strength, 
neurological  changes,  severe  pain,  or  other  manifestations.  To  deter- 
mine capacity  to  work  where  there  is  impairment  of  the  digestive 
system,  consideration  is  given  to: 

A.  The  degree  of  anemia  and  other  signs  of  malnutrition; 

B.  The  existence  of  fluid  in  the  abdominal  cavity  (ascites),  un- 
controllable bleeding  from  digestive  system,  or  other  signs 
of  advanced  disease; 

C.  Residuals  of  surgical  intervention,  and  management  of  a 
device    (where  a  colostomy  or  ileostomy  was  performed). 

612.  The  effect  of  impairments  of  the  cardiovascular  system 
on  an  individual's  capacity  to  work  cannot  be  accurately  measured 
by  any  single  test.  In  the  presence  of  heart  disease,  the  loss  of  ca- 
pacity to  Avork  may  range  from  minimal  to  total.  Thus,  for  many 
with  heart  disease,  activity  consistent  with  some  types  of  work  may 
be  without  risk,  or  even  beneficial.  Usually  it  would  not  be  detri- 
mental for  people  ^vith  heart  disease  to  continue  to  engage  in  any 
level  of  activity  that  does  not  produce  symptoms  of  cardiac  embar- 
rassment. Therefore,  any  statement  that  a  physician  has  advised  an 
applicant  to  restrict  his  activity  should  be  supported  by  the  clinical 
findings  in  the  medical  evidence.  In  any  case,  there  should  be  suffi- 
cient evidence  to  provide  the  etiologic,  anatomic,  functional,  and 
therapeutic  classification  of  the  disease. 

Pain  or  breathlessness  during  varying  degrees  of  exercise  are  the 
primary  work-limiting  symptoms  of  which  the  individual  is  aware. 
However,  these  symptoms  might  also  be  associated  with  other  types 
of  impairments.  Supporting  evidence  should  include: 

A.  Significant  history; 

B.  Physical  findings; 

C.  Pertinent  laboratory  data  such  as  electrocardiograms,  chest 
X-rays  in  various  positions,  or  fluoroscopy;  and 

D.  A  description  of  activities  which  produce  symptoms. 
Reports  of  laboratory  findings  are  preferred  to  interpretations, 

although  combined  they  are  even  more  helpful. 

613.  In  heart  disease,  severe  loss  of  capacity  is  ordinarily 
caused  by  one  of  two  principal  symptoms  of  the  disease: 
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A.  Shortness  of  breath;  or 

B.  Pain  due  to  insufficient  oxygen  for  functioning  of  the  heart 
muscle. 

Consideration  is  given  to  the  total  evidence,  including  significant 
and  persistent  symptoms  referrable  to  heart  disease  when  the  in- 
dividual engages  in  mild  activity  such  as  walking  several  blocks 
at  a  normal  speed,  using  public  transportation,  doing  small  chores, 
or  performing  the  ordinary  activities  of  daily  living. 

614.  When  impairment  is  described  as  shortness  of  breath 
(dyspnea)  and  fatigue  due  to  congestive  heart  failure,  there 

should  be  evidence  relating  to: 

A.  Presence  or  absence  of  heart  enlargement,  as  may  be  shown 
by  properly  performed  X-rays;  and 

B.  Evidence  of  increased  fluid  in  the  tissues,  as  measured  by  phys- 
ical examination,  including  weight  changes. 

615.  Arteriosclerotic  heart  disease  is  the  most  common  cause 
of  heart  muscle  damage,  with  resultant  loss  of  capacity.  Severity 
may  range  from  minimal  to  total  incapacity,  depending  upon  the 
signs  and  symptoms  produced  by  activity.  Pain  (angina)  is  a  symp- 
tom that  may  be  produced  by  this  disease  and  a  determination  of  the 
severity  of  arteriosclerotic  heart  disease  with  angina  depends  upon 
the  characteristics  of  the  pain,  including  its: 

A.  Location  and  sites  of  referral; 

B.  Relation  to  the  activities  of  living;  and 

C.  Response  to  prescribed  therapy. 
Electrocardiographic  changes  help  in  establishing  diagnosis  in 

terms  of  electrophysiological  changes  but  tell  very  little  about  resid- 
ual function. 

A  heart  attack  (myocardial  infarction)  is  evaluated  on  the  basis 
of  remaining  work  capacity  after  the  healing  period. 

616.  Allegations  of  impairment  due  to  hypertensive  vascular 
disease  (high  blood  pressure  associated  with  vascular  disease) 
should  be  substantiated  by  evidence  establishing  a  persistently  ele- 
vated diastolic  pressure  with  end-organ  involvement,  and  the  degree 
of  its  severity.  Generally,  hypertensive  disease  does  not  cause  severe 
loss  of  capacity  until  it  becomes  severe  enough  to  cause  significant  ab- 
normalities in  the  heart,  the  brain,  the  kidneys,  or  the  eyes. 
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617.  The  heart  may  be  damaged  as  a  result  of  failure  of  the 
AFFECTED  BLOOD  VESSELS  to  supply  it  with  Sufficient  food  and  oxygen. 
Even  in  the  presence  of  adequate  circulation  to  the  heart,  it  may 
become  damaged  because  of  the  added  burden  imposed  by  the 
increased  load  in  severe  hypertensive  disease.  The  brain  may  he 
affected  by  cerebral  thrombosis  or  hemorrhage,  resulting  in  paraly- 
sis, speech  or  mental  difficulties.  The  kidneys  may  he  damaged.  The 
retinas  of  the  eyes  may  be  damaged  as  the  result  of  involvement  of 
the  retinal  blood  vessels  and  there  may  be  impaired  vision.  These 
effects  may  occur  singly  or  in  combination  and  to  varying  degrees 
in  the  different  organs. 

When  the  heart  is  involved,  either  with  or  without  heart  attack 
(infarction),  the  individual  may  develop  congestive  failure  or  chest 
pain  with  shortness  of  breath,  or  both.  The  existence  of  elevated 
blood  pressure  without  other  vascular  changes  is  not  evaluated  as 
hypertensive  vascular  disease. 

618.  The  effect  of  impairments  due  to  disease  of  the  blood 
circulation  system  involving  the  extremities  (peripheral  vascu- 
lar disease)  is  determined  by  the  degree  to  which  the  condition  im- 
pairs walking.  Where  pain  in  one  or  more  extremities  is  the  prin- 
cipal symptom,  the  evidence  should  include  significant  history, 
physical  findings,  and  pertinent  laboratory  data.  It  may  include 
oscillometry  and  X-ray  evidence  of  occlusion,  such  as  contrast  studies 

(arteriograms  and  venograms). 

In  cases  involving  arteriosclerosis  obliterans  and  thromboangiitis 
obliterans  (Buerger's  disease),  consideration  must  be  given  to  the 
remaining  functional  capacity  in  the  lower  extremities  and  the  de- 
gree of  exertion  of  which  the  person  is  capable  before  symptoms 
occur,  as  evidenced  by  his  ability  to  walk  and  to  climb  stairs. 

619.  Genito-urinary  conditions  that  result  in  inability  to  engage 
in  any  substantial  gainful  activity  may  arise  from  disturbances  of 
kidney  or  bladder  function.  These  conditions  vary  in  severity  from 
absence  of  symptoms  to  total  incapacity.  Inability  of  the  kidneys  to 
excrete  waste  material  or  abnormal  urinary  excretion  of  substances 
usually  restored  to  the  body  by  the  kidneys  may  produce  severe 
impairment. 

Impairment  of  kidney  function  (renal  insufficiency)  may  be 
demonstrated  by  appropriate  tests  showing  nitrogen  retention  in  the 
blood  stream  and  inability  to  concentrate  urine.  Various  types  of 
nephritis,  calculous  disease,  tuberculosis,  and  congenital  malforma- 
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tions  are  generally  considered  in  the  light  of  resulting  renal  failure. 
Where  urinary  incontinence  is  alleged  as  the  cause  of  the  person's 
inability  to  work,  consideration  is  given  to  the  underlying  diagnosis 
and  to  whether  the  condition  is  controlled  by  the  prescribed  therapy 
or  appliance.  Lesions  of  the  reproductive  system  which  are  most 
likely  to  be  incapacitating  are  generally  neoplastic. 

620.  Diseases  involving  the  blood  and  lymph  (hemic  and  lym- 
phatic system)  may  be  characterized  by: 

A.  Short,  intensely  severe  (fulminating)  courses; 

B.  Prolonged  slowly  progressive  courses;  or 

C.  Acute  flare-ups  followed  by  diminution  or  abatement  of  symp- 
toms (remissions). 

A  person  may  be  able  to  work  during  early  phases  of  the  disease 
or  during  long  periods  of  remissions;  but  as  the  disease  progresses, 
work  capacity  may  be  greatly  reduced.  The  history,  including  thera- 
peutic history,  and  the  physical  and  laboratory  data  should  be 
complete  enough  to  permit  a  determination  of  work  capacity. 

621.  To  determine  the  effect  of  impairments  resulting  from 
diseases  of  the  endocrine  system,  history,  physical  findings,  and 
laboratory  tests  are  needed.  The  history  of  treatment  given  the  in- 
dividual is  particularly  significant.  Among  the  endocrine  disorders 
which  may  produce  severe  loss  of  function  are  those  of  the  adrenal, 
parathyroid,  thyroid,  pituitary,  and  pancreas  glands.  Most  of  these 
disorders  are  amenable  to  therapy.  However,  where  there  are  severe 
irreversible  end-organ  residuals  (affecting  the  heart,  brain,  kidneys, 
etc.),  therapeutic  management  may  not  result  in  significant  altera- 
tion of  function. 

622.  Diabetes  mellitus,  a  disorder  of  the  pancreas,  usually  re- 
sponds to  management  by  diet,  insulin,  or  agents  designed  to  lower 
the  glucose  content  of  the  blood   (hypoglycemic  agents). 

With  the  passage  of  time,  damage  to  the  vascular  system  through- 
out the  body  may  result.  Most  commonly  affected  sites  are  the  lower 
extremities,  the  eyes,  the  kidneys,  or  the  nervous  and  cardiovascular 
systems.  In  determining  the  degree  of  impairment,  consideration  is 
given  to  the  treatment  prescribed,  the  residual  manifestations  in 
terms  of  specific  organs  and  body  systems,  and  the  frequency  of 
episodes  of  acidosis  (diabetic  coma). 

623.  Disorders  of  the  nervous  system  cause  a  wide  range  of  im- 
pairment, depending  upon  the  degree  of  their  severity.  These  dis- 
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orders  may  be  organic,  i.e.,  resulting  from  disease,  injury,  or  toxic 
agents;  or  functional,  i.e.,  in  which  disease  of,  or  injury  to,  the  brain 
or  other  parts  of  the  nervous  system  cannot  be  demonstrated. 
These  disorders  may  impair: 

A.  Ability  to  perform  motor  functions,  such  as  walking  and 
manipulating; 

B.  Ability  to  communicate,  such  as  in  speech  disturbances; 

C.  Intellectual  functions  such  as  reasoning  and  memory; 

D.  Ability  to  make  social  adjustments; 

E.  Emotional  stability,  as  in  depression;  or 

F.  Physiological    function,    leading    to    demonstrable    physical 
changes. 

624.  Neurological  disorders  include  cerebrovascular  accident, 
epilepsy,  poliomyelitis,  cerebral  palsy,  muscular  dystrophy,  Parkin- 
son's disease,  multiple  sclerosis,  and  head  injuries. 

625.  A  STROKE  OR  CEREBROVASCULAR  ACCIDENT  (CEREBRAL  HEMOR- 
RHAGE, THROMBOSIS,  ETC.)  may  result  in  partial  or  complete  paralysis 
and  may  cause  other  damage  to  the  nervous  system.  The  amount  of 
functional  recovery  after  a  cerebrovascular  accident  depends  upon 
the  nature  of  the  lesion,  its  site,  and  extent.  The  extent  of  impair- 
ment is  determined  on  the  basis  of  the  residual  disturbances  in 
speech  and  sensory,  motor,  and  intellectual  functions  present  after 
the  acute  phases  of  the  cerebrovascular  accident. 

626.  Epilepsy  is  evaluated  on  the  basis  of  a  complete  history,  de- 
scription of  seizures,  and  physical  examination.  The  etiology  should 
be  defined  where  possible.  Reports  of  electroencephalographic 
tracings  and  medical  observations  during  convulsive  seizures,  and 
of  ill  effects  or  injuries  resulting  from  seizures,  are  important  evi- 
dence. The  type  of  medication,  dosage,  and  duration  of  and  response 
to  prescribed  therapy  should  be  recorded.  Consideration  is  given 
to  the  frequency  and  type  of  seizures. 

627.  The  effect  of  anterior  poliomyelitis  is  determined  on  the 
basis  of  the  residuals,  with  consideration  given  to  the  effect  of  the 
paralysis  on  the  ability  to  walk,  stand,  lift,  or  manipulate. 

628.  The  effect  of  other  neurological  conditions,  such  as 
cerebral  palsy,  muscular  dystrophy,  Parkinson's  disease,  and  mul- 
tiple sclerosis  is  determined  on  the  basis  of  whether  there  is  severe 
impairment  of  the  ability  to  walk,  stand,  or  manipulate,  or  impair- 
ments of  intellectual  function. 
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629.  Psychiatric  disorders  include  organic  brain  syndrome,  men- 
tal deficiency,  and  functional  mental  disorders  sudi  as  psychoses, 
psychoneuroses,  and  personality  disorders. 

630.  Organic  brain  syndrome  is  evaluated  in  the  light  of: 

A.  The  extent  of  impairment  of  self-sufficiency,  memory,  orien- 
tation, reasoning  behavior,  emotional  reactions;  and 

B.  The  presence  of  convulsions. 

Intellectual  deterioration  may  require  documentation  by  psycho- 
logical studies.  The  causative  (etiological)  factor,  such  as  cerebral 
arteriosclerosis,  head  injury,  or  other  condition  should  be  indicated. 

631.  The  degree  of  impairment  caused  by  mental  deficiency 
is  generally  determined  on  the  basis  of  an  accepted  intelligence  test 
(such  as  Wechsler-Bellevue  or  Stanford-Binet)  given  to  the  mentally 
retarded  person  and  a  medical  report.  Evidence  may  also  be  re- 
quired as  to  the  individual's  self-sufficiency  with  respect  to  his  per- 
sonal, social,  and  occupational  competence. 

632.  To  determine  the  effect  of  functional  mental  disorders 
(psychoses,  psychoneuroses,  personality  disorders),  consideration  is 

given  to  whether  there  has  been  decompensation  of  the  person's  in- 
tellectual, behavioral,  or  emotional  reactions,  and  to  whether  the 
defects  so  impair  the  effectiveness  and  predictability  of  his  behavior 
as  to  be  incompatible  with  occupational  activity.  Some  of  these 
disorders  frequently  respond  to  treatment.  Spontaneous  remissions 
may  also  occur. 

The  mere  presence  of  psychotic  or  psychoneurotic  symptoms  and 
signs  is  not  necessarily  incompatible  with  the  ability  to  perform 
substantial  gainful  work. 

In  psychoses,  the  symptoms  reflect  a  break  with  reality  and  hos- 
pitalization may  be  necessary.  Actual  symptoms  and  persistence  of 
the  condition,  length  of  any  hospitalization,  and  response  to  therapy 
are  considered  in  determining  the  effect  of  these  disorders. 

To  determine  the  effect  of  psychoneuroses,  consideration  is  given 
to  whether  the  condition  has  resulted  in  severe  social,  personal,  and 
occupational  decompensation  or  confinement  to  a  mental  hospital, 
and  whether  it  persists  despite  prescribed  treatment.  The  mani- 
festations of  tension,  anxiety,  depression,  or  psychophysiological  dis- 
turbances, behavioral  disturbances,  hysterical  reactions,  or  obsessive 
compulsive  patterns,  should  be  carefully  described.  An  examination 
by  a  qualified  psychiatrist  is  generally  necessary. 
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Personality  disorders  are  characterized  by  patterns  of  socially 
unacceptable  behavior,  such  as  chronic  alcoholism,  sexual  deviation, 
and  drug  addiction.  In  the  absence  of  an  associated  severe  psy- 
choneurosis  or  psychosis,  a  personality  disorder  does  not  in  itself 
result  in  inability  to  engage  in  substantial  gainful  activity.  A  per- 
son confined  in  a  correctional  institution  because  of  antisocial  be- 
havior will  not  be  considered  disabled  unless  he  has  other  severe  im- 
pairments which  would  preclude  any  substantial  gainful  activity 
if  he  had  not  been  so  confined. 
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Chapter  7 

Figuring  the  Cash  Benefit  Rate 


700.  Primary  insurance  amount  (PIA)  as  basic  figure. 

701.  PIA  is  determined  from  table. 

702.  Table  for  figuring  PIA  and  maximum  family  benefits. 

703.  Computation  formulas  and  methods  in  use. 

704.  How  to  determine  PIB. 

705.  The  1965  new-start  method.  /^ 

706.  The  1965  old-start  method. 

707.  Figuring  average  monthly  earnings  (AME)  under  1965  formula. 

708.  Computation  years  defined. 

709.  Elapsed  years  defined. 

710.  Base  years  defined. 

711.  The  1960  methods. 

712.  The  1958  PIA  method  and  the  revised  PIB  method. 

713.  Figuring  AME  under  1958  PIA  and  revised  PIB  methods. 

714.  Starting  dates  available. 

715.  Closing  dates  available. 

716.  Drop-out  of  lowest  earnings  years. 

717.  Exclusion  of  period  of  disability. 

718.  Total  earnings  used  in  computing  benefits. 

719.  Maximum  earnings  that  may  be  counted  in  any  one  year. 

720.  Allocation  of  self-employment  income. 

721.  Maximum  PIA. 

722.  Minimum  PIA. 

723.  Refiguring   the   PIA— types   of   recomputation   methods   used    in    prior   years. 

724.  The  1965  automatic  recomputation. 

725.  Automatic  recomputation  for  survivors. 

726.  Reduction  of  benefit  rate. 

727.  Basic  reduction  formulas. 

728.  Figuring  number  of  reduction  months. 

729.  Disability  insurance  benefit  reduced  for  age. 

730.  How  the  reduction  amount  is  figured— chart. 

731.  Adjustment  of  reduction   factor  at  age  65  (62  for  widow). 

732.  Certificate  of  election   for  wife  between   62   and  65— child   "in   her  care." 

733.  Maximum  monthly  benefits  payable  on  one  earnings  record. 

734.  Adjustment  of  individual   benefit  rates  because  of  family  maximum. 

735.  How  adjustment  for  family  maximum  is  figured. 

736.  Entitlement  to  more  than  one  social  security  benefit  at  the  same  time. 

737.  Entitlement  to  retirement  or  disability  insurance  benefits  and  another  benefit. 

738.  Entitlement  of  child  on  more  than  one  earnings  record  at  the  same  time. 

739.  Enforced  entitlement  of  child  on  more  than  one  earnings  record. 

740.  Family  maximum  when  child  is  entitled  on  more  than  one  earnings  record. 

741.  Widow's  benefit  of  one-half  the  former  husband's  PIA  and  other  benefit. 

742.  Rounding  of  benefit  rates. 

700.  The  worker's  primary  insurance  amount  (PIA)  is  the  figure 
from  which  almost  all  cash  benefit  amounts  are  derived,  including 
monthly  benefits  for  the  worker  himself,  his  dependents,  and  his 
survivors.  The  lump-sum  death  payment    (§  435)  is  computed  as 
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three  times  the  PIA  (except  that  this  payment  cannot  be  more  than 
|i255).  The  only  cash  benefits  not  based  on  the  PIA  are  (a)  those 
fixed-rate  benefits  payable  to  certain  workers  and  to  their  wives 
or  widows  under  the  transitional  insured  status  provision  discussed 
in  §§  208  and  209,  and  (b)  the  special  monthly  payment  made  to 
uninsured  persons  age  72  or  over  discussed  in  §  356. 

The  following  sections  explain  how  to  compute  the  PIA. 

701.  The  PIA  is  determined  from  the  table  in  §  702  below.  A 
person's  PIA  is  the  amount  in  column  IV  of  the  table  that  appears 
on  the  same  line  as  the  amount  that  applies  to  him  in  column  I,  II, 
or  III.  Column  II  shows  the  PIA's  in  effect  before  the  Social  Security 
Amendments  of  1965  increased  them  to  the  corresponding  amounts 
in  column  IV;  PIA's  being  computed  for  the  first  time,  or  being 
refigured  as  described  in  §§  723  ff.,  are  determined  from  amounts 
in  column  I  or  III. 

The  follo^ving  sections  explain  when  to  use  column  I  and  when 
to  use  column  III  and  how  to  compute  the  amounts  in  columns  I 
and  in.  In  some  cases,  either  colume  I  or  column  III,  whichever 
gives  the  higher  PIA,  may  be  used.  Column  V,  explained  in  §  733, 
is  not  used  in  determining  PIA's. 

702.  Table  for  figuring  PIA  and  maximum  family  benefits. 


I 

II 

III 

IV 

V 

PIB  determined 
under  the 

1965   PIA 

Maximum 

PIB  formula 

(of  the 

1939  Act) 

as  revised 

PIA 

before 
1965 
amend- 
ments 

Average 
Monthly 
Earnings 

(AME) 

for 

amounts 
shown 

on    same 
line  in 

columns 

total 
monthly 
benefits 

for 
family 

At 

But  not 

At 

But  not 

least— 

more 
than— 

least— 

more 
than— 

I,   II, 
and  III 

$13.48 

$40  .__ 

$67 

$44.00 

$66.00 

113.49 

14.00 

41 

$68 

69 

45.00 

67.50 

14.01 

14.48 

42 

70 

70 

46.00 

69.00 

14.49 

15.00 

43 

71 

72 

47.00 

70.50 

15.01 

15.60 

44 

73 

74 

48.00 

72.00 

15.61 

16.20 

45 

75 

76 

49.00 

73.50 

16.21 

16.84 

46 

77 

78 

50.00 

75.00 

16.85 

17.60 

47 

79 

80 

51.00 

76.50 

17.61 

18.40 

48 

81 

81 

52.00 

78.00 

18.41 

19.24 

49 

82 

83 

53.00 

79.50 

19.25 

20.00 

50 

84 

85 

54.00 

81.00 

20.01 

20.64 

51 

86 

87 

55.00 

82.50 

20.65 

21.28 

52 

88 

89 

56.00 

84.00 

120 


702.    Table  for  figuring  PIA  and  maximum  family  benefits.— 
Continued. 


I 

II 

III 

IV 

V 

PIB  determined 

under  the 

PIB  formula 

(of  the 

1939  Act) 

as  revised 

PIA 

before 
1965 
amend- 
ments 

Average 
Monthly 

Earnings 

(AME) 

1965    PIA 

for 
amounts 

shown 
on    same 

line  in 
columns 

Vlaximum 

total 
monthly 
benefits 

for 
family 

At 

But  not 

At 

But  not 

least— 

more 
than— 

least- 

more 
than— 

I,   II, 
and  III 

21.29 

21.88 

53 

go 

90 

57.00 

85.50 

21.89 

22.28 

54 

91 

92 

58.00 

87.00 

22.29 

22.68 

55 

93 

94 

59.00 

88.50 

22.69 

23.08 

56 

95 

96 

60.00 

90.00 

23.09 

23.44 

57 

97 

97 

61.00 

91.50 

23.45 

23.76 

58 

98 

99 

62.10 

93.20 

23.77 

24.20 

59 

100 

101 

63.20 

94.80 

24.21 

24.60 

60 

102 

102 

64.20 

96.30 

24.61 

25.00 

61 

103 

104 

65.30 

98.00 

25.01 

25.48 

62 

105 

106 

66.40 

99.60 

25.49 

25.92 

63 

107 

107 

67.50 

101.30 

25.93 

26.40 

64 

108 

109 

68.50 

102.80 

26.41 

26.94 

65 

110 

113 

69.60 

104.40 

26.95 

27.46 

66 

114 

118 

70.70 

106.10 

27.47 

28.00 

67 

119 

122 

71.70 

107.60 

28.01 

28.68 

68 

123 

127 

72.80 

109.20 

28.69 

29.25 

69 

128 

132 

73.90 

110.90 

29.26 

29.68 

70 

133 

136 

74.90 

112.40 

29.69 

30.36 

71 

137 

141 

76.00 

114.00 

30.37 

30.92 

72 

142 

146 

77.10 

116.80 

30.93 

31.36 

73 

147 

150 

78.20 

120.00 

31.37 

32.00 

74 

151 

155 

79.20 

124.00 

32.01 

32.60 

75 

156 

160 

80.30 

128.00 

32.61 

33.20 

76 

161 

164 

81.40 

131.20 

33.21 

33.88 

77 

165 

169 

82.40 

135.20 

33.89 

34.50 

78 

170 

174 

83.50 

139.20 

34.51 

35.00 

79 

175 

178 

84.60 

142.40 

35.01 

35.80 

80 

179 

183 

85.60 

146.40 

35.81 

36.40 

81 

184 

188 

86.70 

150.40 

36.41 

37.08 

82 

189 

193 

87.80 

154.40 

37.09 

37.60 

83 

194 

197 

88.90 

157.60 

37.61 

38.20 

84 

198 

202 

89.90 

161.60 

38.21 

39.12 

85 

203 

207 

91.00 

165.60 

39.13 

39.68 

86 

208 

211 

92.10 

168.80 

39.69 

40.33 

87 

212 

216 

93.10 

172.80 

40.34 

41.12 

88 

217 

221 

94.20 

176.80 

41.13 

41.76 

89 

222 

00(^ 

95.30 

1        180.00 

41.77 

42.44 

90 

226 

230 

96.30 

184.00 

42.45 

43.20 

91 

231 

235 

97.40 

188.00 

43.21 

43.76 

92 

236 

239 

98.50 

191.20 

121 


702.    Table  for  figuring  PIA  and  maximum  family  benefits.— 
Continued. 


I 

II 

III 

IV 

V 

PIB  determined 
under  the 

1965   PIA 

Maximum 

PIB  formula 

(of  the 

1939  Act) 

as  revised 

PIA 

before 
1965 
amend- 
ments 

Average 
Monthly 
Earnings 

(AME) 

for 
amounts 

shown 
on    same 

line  in 
columns 

total 
monthly 
benefits 

for 
family 

At 

But  not 

At 

But  not 

least— 

more 
than— 

least— 

more 
than— 

I,   II, 
and  III 

43.77 

44.44 

93 

240 

244 

99.60 

195.20 

44.45 

44.88 

94 

245 

249 

100.60 

199.20 

44.89 

45.60 

95 

250 

253 

101.70 

202.40 

96 

254 

258 

102.80 

206.40 

97 

259 

263 

103.80 

210.40 

98 

264 

267 

104.90 

213.60 

99 

268 

272 

106.00 

217.60 

100 

273 

277 

107.00 

221.60 

101 

278 

281 

108.10 

224.80 

102 

282 

286 

109.20 

228.80 

103 

287 

291 

110.30 

232.80 

104 

292 

295 

111.30 

236.00 

105 

296 

300 

112.40 

240.00 

106 

301 

305 

113.50 

244.00 

107 

306 

309 

114.50 

247.20 

108 

310 

314 

115.60 

251.20 

109 

315 

319 

116.70 

255.20 

110 

320 

323 

117.70 

258.40 

111 

324 

328 

118.80 

262.40 

112 

329 

333 

119.90 

266.40 

113 

334 

337 

121.00 

269.60 

114 

338 

342 

122.00 

273.60 

115 

343 

347 

123.10 

277.60 

116 

348 

351 

124.20 

280.80 

117 

352 

356 

125.20 

284.80 

118 

357 

361 

126.30 

288.80 

119 

362 

365 

127.40 

292.00 

120 

366 

370 

128.40 

296.00 

121 

371 

375 

129.50 

298.00 

122 

376 

379 

130.60 

299.60 

123 

380 

384 

131.70 

301.60 

124 

385 

389 

132.70 

303.60 

125 

390 

393 

133.80 

305.20 

126 

394 

398 

134.90 

307.20 

127 

399 

403 

135.90 

309.20 

404 

407 

137.00 

310.80 

408 

412 

138.00 

312.80 

413 

417 

139.00 

314.80 

418 

421 

140.00 

316.40 

422 

426 

141.00 

318.40 

122 


702.    Table  for  figuring  PIA  and  maximum  family  benefits. 
Continued. 


I 

II 

III 

IV 

V 

PIB  determined 

under  the 

PIB  formula 

(of  the 

1939  Act) 

as  revised 

PIA 

before 
1965 
amend- 
ments 

Average 
Monthly 
Earnings 

(AME) 

1965    PIA    : 
for 

amounts 

shown 
on    same 

line  in 
columns 

Vfaxiraum 

total 
monthly 
benefits 

for 
family 

At 

But  not 

At       j  But  not 

least— 

more 
than— 

least— 

more 
than— 

I,   II, 
and  III 

427 

431 

142.00 

320.40 

432 

436 

143.00 

322.40 

437 

440 

144.00 

324.00 

441 

445 

145.00 

326.00 

446 

450 

146.00 

328.00 

451 

454 

147.00 

329.60 

455 

459 

148.00 

331.60 

460 

464 

149.00 

333.60 

465 

468 

150.00 

335.20 

469 

473 

151.00 

337.20 

474 

478 

152.00 

339.20 

479 

482 

153.00 

340.80 

483 

487 

154.00 

342.80 

488 

492 

155.00 

344.80 

493 

496 

156.00 

346.40 

497 

501 

157.00 

348.40 

502 

506 

158.00 

350.40 

507 

510 

159.00 

352.00 

511 

515 

160.00 

354.00 

516 

520 

161.00 

356.00 

521 

524 

162.00 

357.60 

525 

529 

163.00 

359.60 

530 

534 

164.00 

361.60 

535 

538 

165.00 

363.20 

539 

543 

166.00 

365.20 

544 

548 

167.00 

367.20 

549 

550 

168.00 

368.00 

703.  The  amounts  in  columns  i  and  hi  of  the  PIA  table  (§  702) 
are  derived  directly  (column  III)  or  indirectly  (column  I,  the  "pri- 
mary insurance  benefit"  or  PIB)  by  finding  the  worker's  average 
monthly  earnings  (AME),  over  a  fixed  number  of  years,  from  em- 
ployment and  self-employment  covered  by  social  security.  The  PIA 
(and,  therefore,  a  social  security  cash  benefit)  is  related  to  average 
monthly  earnings  because  cash  benefits  are  paid  as  a  partial  re- 
placement of  earnings  lost  due  to  the  retirement,  disability,  or  death 
of  the  worker.  The  number  of  years  over  which  the  earnings  must  be 
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averaged,  and  the  particular  years  whose  earnings  may  be  included, 
are  determined  by  one  of  six  PIA  computation  methods  and  depend 
principally  on  when  the  worker  was  bom,  when  he  becomes  eligible 
for  benefits  or  dies,  and  when  he  actually  files  an  application  and 
becomes  entitled  to  benefits.  The  six  computation  methods  are 
grouped  into  three  formulas  as  follows: 

A.  1965  formula  (new-start  and  old-start  methods)  (§§705-710). 

B.  I960  formula  (new-start  and  old-start  methods)   (§711). 

C.  1958  PIA  and  revised  FIB  methods  (§§  712-716). 

In  the  great  majority  of  current  claims,  either  the  1965  new-start 
or  the  I960  new-start  method  is  used  to  compute  the  PIA,  and  even 
the  1960  new-start  method  will  very  seldom  be  applicable  in  claims 
filed  after  1966. 

Thus,  although  there  are  six  different  computation  methods  ii 
use  in  current  claims,  there  are  only  three  basic  formulas.  The  prin- 
cipal difference  between  methods  is  that  three  include  only  earnings 
for  years  from  1951  on,  Avhile  the  other  three  include  earnings  from 
1937  on.  The  "new-start"  methods  under  the  1965  and  1960  for- 
mulas and  the  1958  PIA  method  start  with  1951,  and  the  "old-start" 
methods  under  the  1965  and  1960  formulas  and  the  revised  PIB 
method  start  with  1937. 

Except  for  this  difference,  both  the  1965  methods  are  very  similar 
to  each  other,  and  the  same  is  true,  respectively,  of  the  two  1960 
methods,  and  of  the  1958  PIA  and  the  revised  PIB  methods. 

The  two  new-start  methods  and  the  1958  PIA  method  all  produce 
an  AME  which  may  be  found  in  column  III  of  the  table  in  §  702. 
The  PIA  is  then  the  amount  in  column  IV  on  the  same  line  as  the 
AME  in  column  III.  These  three  methods  differ  only  in  how  the 
AME  is  computed. 

The  two  old-start  methods,  as  well  as  the  revised  PIB  method, 
although  they  use  an  AME,  must  be  carried  further  (by  steps  ex- 
plained in  §  704  below)  to  produce  a  PIB,  which  may  be  found 
in  column  I  of  the  table  in  §  702.  The  PIA  is  then  the  amount  in 
column  IV  on  the  same  line  as  the  PIB  in  column  I.  These  three 
methods,  too,  differ  only  in  how  the  AME  is  computed. 

The  Social  Security  Act  sets  forth  certain  conditions  in  which  each 
of  the  six  methods  may  or  may  not  be  used.  In  any  case  which  meets 
the  conditions  for  use  of  more  than  one  method,  the  method  that 
gives  the  highest  PIA  is  used. 

704.  A  PIB  MUST  BE  DETERMINED  before  the  table  in  §  702  can  be 
used,  where  the  person's  AME  was  figured  under  the  1965  or  1960 
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old-start  methods,  or  the  revised  PIB  method.  The  PIB  is  computed 
as  follows: 

A.  40  percent  of  the  first  $50  of  the  AME;  plus 

B.  10  percent  of  the  remainder  of  the  AME  up  to  a  maximum  of 
$200;  plus 

C.  1  percent  of  the  total  of  steps  A  and  B  for  each  year  before 
1951  in  which  the  insured  person  was  paid  at  least  $200  in 
wages  covered  by  social  security  unless  the  year  is  wholly 
in  an  excluded  period  of  disability. 

When  the  total  of  (A),  (B),  and  (C)  above  (the  PIB)  is  obtained, 
find  the  line  in  column  I  of  the  table  in  §  702  within  which  the 
PIB  falls.  The  PIA  is  then  shown  on  the  same  line  in  column  IV. 

705.  The  1965  new-start  method  may  be  used  to  figure  the  AME 
of  any  worker  who: 

A.  Becomes  entitled  after  1965  to  retirement  or  disability  bene- 
fits; or 

B.  Dies  after  1965  without  being  entitled  to  retirement  or  dis- 
ability benefits;  or 

C.  Becomes  entitled  to  an  automatic  recomputation  of  his  bene- 
fits (§  723);  or 

D.  Dies  after  1965,  with  survivors  who  become  entitled  to  a 
recomputation  of  their  benefits. 

The  AME  of  a  worker  who  files  his  application  in  1966  but  has 
retroactive  entitlement  in  1965  is  computed  under  a  1958  or  1960 
method,  except  that  1966  cannot  be  a  base  year  (for  discussion  of 
base  years  see  §§  710  and  711  (A)). 

706.  The  1965  old-start  method  may  be  used  to  figure  the  AME 
under  the  same  conditions  as  the  1965  new-start  method  (§  705 
above),  except  that  it  may  not  be  used  when: 

A.  The  worker  was  born  after  January  1,  1929,  and  has  earned  6 
or  more  quarters  of  coverage  after  1950;  or 

B.  An  automatic  recomputation  is  being  made  to  include  earn- 
ings in  years  after  the  first  year  someone  became  entitled  to 
benefits  on  the  worker's  earnings  record;  or 

C.  The  worker  did  not  earn  at  least  1  quarter  of  coverage  before 
1951. 

707.  Under  the  1965  methods,  both  new-start  and  old-start, 
the  worker's  AME  is  computed  by  dividing  his  total  earnings  in 
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his  "computation  years"  (§  708)  by  the  number  of  months  in  those 
years.  (The  quotient,  if  not  an  exact  multiple  of  $1,  is  rounded 
to  the  nearest  lower  multiple  of  $1.) 

708.  A  person's  computation  years  are  those  years  of  highest 
EARNINGS  selected  out  of  his  base  years  of  employment  or  self-employ- 
ment (see  §  710  below)  during  the  years  elapsing  since  1950  under 
the  new-start  method,  or  since  1936  if  the  old-start  method  can  be 
used  and  is  more  advantageous. 

The  number  of  years  which  will  be  selected  as  the  "computation 
years"  in  a  particular  case  is  determined  in  the  following  steps: 

A.  The  number  of  "elapsed  years"  is  ascertained  under  the  rules 
in  §  709  below. 

B.  The  number  arrived  at  in  (A)  is  decreased  by  5; 

C.  The  number  remaining  (if  less  than  2,  raise  it  to  2)  is  the 
number  of  "computation  years"  which  will  be  selected  out 
of  the  base  years,  as  defined  in  §  710  below.  The  person's  total 
earnings  covered  by  social  security  in  the  number  of  years 
so  selected,  are  then  added  together,  and  divided  by  the  num- 
ber of  months  in  those  years  to  produce  the  amount  of  his 
AME. 

709.  Elapsed  years  under  the  1965  computation  methods  are 
THOSE  CALENDAR  YEARS  AFTER  1950  (oT  oftcr  1936  whcrc  the  old- 
start  method  can  be  used  and  is  more  advantageous): 

A.  For  retirement  benefit  purposes,  up  to  1961  or  up  to  the  year 
in  which  the  worker  attained  or  will  attain  age  65  (62  if  a 
woman),  Avhichever  is  later. 

Example:     A  male  insured  worker  attains  age  65  December 

2,  1966,  and  files  his  application  for  retirement  benefits  January 

3,  1967.  There  are  15  elapsed  years  under  the  new-start  method, 
counting  the  years  1951  through  1965.  The  number  of  "computa- 
tion years"  is  10  (15  minus  5).  (If  a  higher  PIA  would  result,  and 
§  706  permits,  the  old-start  method  could  be  used,  that  is,  years 
could  be  counted  beginning  with  1937  through  1965,  and  these 
total  29  years.  The  number  of  "computation  years"  would  then 
be  29  less  5,  or  24.) 

B.  For  survivor's  benefit  purposes,  up  to  1961  or  up  to  the  year 
of  death,  if  later.  If  the  worker  dies  after  attaining  age  65 

(62  if  a  woman),  the  years  counted  are  those  up  to  1961  or 
up  to  the  year  in  which  he  attained  such  age,  if  later. 
Example  1:     A  male  insured  worker  dies  on  November  3, 
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1966,  at  the  age  of  59.  His  widow  files  a  claim  for  mother's  benefit 
February  2,  1967.  Under  the  new-start  method,  there  are  15 
elapsed  years  from  1951  through  1965.  There  are  10  computation 
years. 

Example  2:  A  male  insured  worker  attains  age  65  in  October 
1964  and  dies  September  4,  1966.  His  widow  files  for  widow's 
benefit  October  1,  1966.  The  elapsed  years  under  the  new-start 
method  run  from  1951  through  1963,  the  year  before  the  year  in 
which  the  deceased  worker  attained  age  65.  In  this  case  there 
are  13  lapsed  years  and  the  number  of  computation  years  is  8 
(13  minus  5). 

C.  For  disability  benefit  purposes,  up  to  the  year  in  which  the 
waiting  period  for  disability  benefits  begins  (§  502)  or,  if 
there  is  no  waiting  period,  up  to  the  year  in  which  the  first 
month  of  entitlement  occurs.  For  a  woman,  the  year  in  which 
she  attained  age  62  and  later  years  cannot  be  counted  as 
"elapsed  years." 

Example:  An  insured  woman  age  42  is  found  entitled  to 
disability  insurance  benefits,  and  it  is  determined  that  her  wait- 
ing period  begins  March  10,  1966.  The  elapsed  years  run  from 
1951  through  1965. 

Years  wholly  or  partly  ^vithin  a  period  of  disability  and  years 
prior  to  the  worker's  attainment  of  age  22  are  not  counted  as  elapsed 
years. 

710.  A  worker's  base  years,  out  of  which  his  "computation  years" 
as  determined  in  ^  709  above  must  be  selected,  are  (under  the  1965 
methods)  the  years  after  1950  (or,  if  the  old-start  method  is  being 
applied,  after  1936)  up  to  the  year  in  which  the  first  month  of  en- 
titlement to  retirement  or  disability  benefits  occurs.  For  a  sur\dvor's 
claim,  the  base  years  include  the  year  of  death  of  the  worker. 

Neither  the  year  in  which  a  claim  is  filed  nor  the  preceding  year 
where  retroactivity  back  to  that  year  exists,  are  counted  as  base 
years  in  the  initial  computation.  They  may,  however,  be  counted  in 
a  later  recomputation  (§  724).  A  year  w^holly  contained  in  the  dis- 
ability period  is  not  included  in  the  base  years,  either. 

Example:  Clifford  applied  for  a  retirement  insurance  benefit 
in  January  1967.  He  is  found  entitled  to  a  reduced  benefit  be- 
ginning October  1966,  the  month  in  which  he  attained  age  62. 
His  base  years  for  purposes  of  the  initial  computation  of  his 
benefit  rate  are  the  years  1951  through  1965,  the  year  before  the 
first  month  for  which  he  w^as  entitled  to  benefits  (October  1966). 
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Since  the  elapsed  years  are  18  (1951  through  1968,  the  year  before 
he  will  be  65),  the  computation  years  are  13  (18  less  5).  To  find 
the  PI  A,  the  earnings  will,  therefore,  be  averaged  over  the  13 
highest  of  the  base  years  1951  through  1965.  Clifford's  PIA  will 
later  be  recomputed  to  take  account  of  his  1966  earnings;  any  in- 
crease in  his  retirement  benefit  will  be  effective  with  January 
1967  (see  §  724). 

711.  The  1960  methods  may  be  used  for  a  worker  who  does  not 
meet  the  requirements  for  either  of  the  1965  formulas  (see  §§  705 
and  706  above),  unless  he  died  before  1961.  The  1960  new-start  and 
old-start  methods  are  almost  the  same  as  the  respective  1965  methods 
except  that: 

A.  Base  years— those  years  whose  earnings  may  be  considered  in 
the  PIA  computation  (§  710)— under  the  1960  methods  in- 
clude the  year  in  which  the  retired  or  disabled  worker  filed 
his  application  for  benefits,  provided  available  evidence  shows 
that  earnings  for  that  year  would  increase  his  PIA. 

B.  If  the  worker  becomes  fully  insured  after  the  year  he  attains 
age  65  (62  for  a  woman),  elapsed  years  under  the  1960  meth- 
ods run  through  the  year  before  the  year  the  worker  becomes 
fully  insured  or  through  the  year  before  the  year  he  dies, 
whichever  is  earlier  (but  through  at  least  1960);  and 

C.  Under  the  1960  rules,  the  new-start  method  may  not  be  used 
for  a  worker  who  earned  fewer  than  6  quarters  of  coverage 
after  1950. 

712.  The  1958  PIA  method  or  the  revised  PIB  method  of  com- 
putation will  also  be  considered  for  determining  the  PIA  in  a  case 
of  initial  entitlement,  but  only  where  the  worker  was  both  fully 
insured  and  had  attained  age  65  (62  if  a  woman)  before  1961, 
or  died  before  1961,  and  a  higher  PIA  results  from  using  the  shorter 
computation  period  ending  at  that  point.  (See  §  715  below.)  The 
alternative  computation  preserves  any  advantage  which  may  come 
from  figuring  the  AME  over  fewer  years  than  required  in  the  1965 
and  1960  formulas. 

The  1958  PIA  method  may  he  considered  only  if,  in  addition  to 
meeting  the  above  condition,  the  insured  person  has  acquired  at 
least  6  quarters  of  coverage  after  1950. 

The  revised  PIB  method  may  he  considered  only  if.  in  addition 
to  meeting  the  condition  in  the  first  paragraph  of  this  section,  the 
insured  person  had  acquired  at  least  one  quarter  of  coverage  before 
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1951.  However,  the  revised  PIR  method  may  not  be  used  if  the 
person  was  born  after  January  1,  1929,  and  also  acquired  6  (juarters 
of  coverage  after  1950. 

713.  A  PERSONS  AMI",  IS  FKaiRi-.n  undf.r  ihf,  lOfxS  PI  A  and  rf.viskd 
PIB  METHODS  where  these  methods  are  appropriate,  using  the  fol- 
lowing steps: 

A.  Determine  the  startinij;  and  closing  dates  (§§714  and  715 
below)  of  the  benefit  computation  period  over  which  the 
AME  will  be  averaged; 

B.  Find  the  dividend,  that  is,  the  person's  total  earnings  covered 
by  social  security  during  the  computation  period,  excluding: 

1.  Earnings  in  drop-out  years,  i.e.,  full  calendar  years  in 
which  he  had  his  lowest  earnings  or  in  which  he  had  no 
earnings  at  all  (§716); 

2.  Earnings  in  years  excluded  as  part  of  a  disability  period 
(except  that  earnings  in  the  year  in  which  the  period  of 
disability  began  may  be  included  if  the  PIA  would  be  in- 
creased)  (see  §  717); 

3.  Earnings  in  excess  of  the  maximum  that  can  be  counted 
for  each  year  in  the  computation  period    (see  §  719). 

C.  Find  the  divisor,  that  is,  the  number  of  months  in  the  period 
between  the  starting  and  closing  dates,  but  not  counting: 

1.  Months  in  drop-out  years; 

2.  Months  in  years  excluded  because  they  are  in  a  disability 
period  (except  that,  if  earnings  in  the  year  in  which  the 
period  of  disability  began  were  included,  months  in  that 
year  must  also  be  included  in  the  divisor); 

3.  Months  in  any  year  before  the  year  of  attainment  of  age 
22,  if  there  were  less  than  2  quarters  of  coverage  in  that 
year. 

D.  Raise  the  resultant  divisor,  if  less  than  18,  to  18. 

E.  Divide  the  dividend  (step  B)  by  the  divisor  (steps  C  and  D). 
Express  in  whole  dollar  amounts;  amounts  less  than  a  dollar 
are  dropped. 

714.  The  starting  date  of  the  computation  period  is  12/31/50  or, 
if  later,  the  last  day  of  the  year  in  which  the  person  attained  age  21, 
under  the  1958  PIA  method;  12/31/36  under  the  revised  PIB 
method. 

715.  The  closing  date  for  this  method  of  figuring  the  AME  is  the 
first  day  of  the  year  in  which  the  person  both  was  at  least  age  65  (62 
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for  a  woman)  and  was  fully  insured,  or  the  year  he  died,  whichever 
is  earlier. 

For  disability  insurance  benefits,  the  closing  date  is  determined 
as  if  the  insured  person  had  attained  age  65  (62  for  a  woman)  in  the 
first  month  of  his  disability  waiting  period  and  applied  for  re- 
tirement benefits  when  he  applied  for  disability  insurance  benefits. 

716.  Up  to  5  years  may  be  dropped  out  when  figuring  a  person's 
AME  under  the  1958  PI  A  or  revised  PIB  methods.  The  years 
dropped  are  those  in  which  the  person  had  his  lowest  earnings,  or  in 
which  he  had  no  earnings.  Only  full  calendar  years  are  dropped  from 
the  computation  period. 

Dropping  out  a  year  from  the  computation  period  results  in  ex- 
cluding any  earnings  credited  to  that  year  from  the  total  earnings 
and  also  excluding  the  months  in  such  year  in  figuring  the  total 
divisor  months.  Earnings  in  the  dropped  years  may,  however,  be 
used  for  crediting  of  quarters  of  coverage  (insured  status)  or  for 
other  purposes. 

717.  An  established  period  of  disability  must  be  excluded  in 
figtiring  a  person's  benefit  unless  exclusion  of  the  period  results 
in  a  decrease  in  benefits  or  loss  of  insured  status.  This  exclusion 
applies  to  all  computation  methods  and  formulas.  See  chapter  5  as 
to  the  requirements  for  establishing  a  period  of  disability  and  for 
definitions  of  the  beginning  and  ending  dates  of  this  period. 

718.  Total  earnings  to  be  used  in  figuring  the  AME  (under  any 
computation  method)  include: 

A.  Wages  covered  by  social  security  and  paid  during  the  com- 
putation period; 

B.  Self-employment  income  covered  by  social  security  and  al- 
located to  this  period; 

C.  Military  service  wage  credits;  and 

D.  Railroad  compensation  creditable  for  social  security  purposes. 
Earnings  from  employment  or  self-employment  not  covered  by 

social  security  cannot  be  counted  in  determining  a  person's  AME. 

719.  The  maximum  earnings  that  can  be  counted  for  any  calen- 
dar year  when  figuring  a  person's  AME  (under  any  computation 
method)  cannot  be  more  than: 

A.  $6,600  after  1965. 

B.  $4,800  after  1958  and  before  1966. 
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C.  $4,200  after  1954  and  before  1959. 

D.  $3,600  after  1950  and  before  1955. 

E.  $3,000  after  1939  and  before  1951. 

F.  $3,000  from  each  employer  after  1936  and  before  1940. 

In  determining  a  person's  total  earnings  in  a  calendar  year,  count 
the  wages  paid  to  him  during  the  year  plus  any  self-employment 
income  allocated  to  the  year,  up  to  the  applicable  maximum. 

720.  Self-employment  income  in  taxable  years  other  than 
CALENDAR  YEARS  IS  ALLOCATED  equally  to  the  Calendar  quarters 
wholly  or  partly  in  the  taxable  year  in  which  it  was  derived,  be- 
ginning with  the  quarter  in  which  the  taxable  year  ended  and  then 
to  the  next  prior  one  and  so  on.  Self-employment  income  may  not 
be  allocated  to  more  than  4  calendar  quarters  even  though  the 
taxable  year  includes  parts  of  5  calendar  quarters. 

Only  the  self-employment  income  allocated  to  the  calendar  quar- 
ters in  computation  years  is  considered  in  figuring  the  person's 
AME. 

Example:  A  self-employed  person  has  a  fiscal  taxable  year 
beginning  6/1/66  and  ending  5/31/67.  His  net  earnings  in  this 
taxable  year  from  self-employment  covered  by  social  security  are 
$5,600.  The  self-employment  income  is  allocated  in  the  following 
manner: 

Calendar  Calendar 

quarter  Amount  quarter  Amount 

ending  allocated  ending  allocated 

6/30/67    $1,400  12/31/66 $1,400 

3/31/67   1,400  9/30/66 1,400 

6/30/66 None 

//  a  self-employed  person's  taxable  year  has  not  ended  at  the  time 
his  PIA  is  figured,  any  net  earnings  from  self-employment  derived 
in  the  incomplete  taxable  year  cannot  be  considered  in  computing 
the  PIA  even  though  the  income  may  have  been  partially  derived  in 
the  closed  calendar  year.  The  self-employment  income  wdll  be  al- 
located to  the  calendar  quarters  in  the  taxable  year,  as  described 
above,  and  the  PIA  recomputed  when  his  self-employment  income  is 
posted. 

721.  The  maximum  PIA  ($168)  is  attainable  under  the  neAv  com- 
putation method  by  fully  insured  persons  who  have  $6,600  of  credit- 
able earnings  in  each  of  that  number  of  years  occurring  after  1965 
equal  to  the  number  of  their  computation  years.  (See  §  708  above.) 
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Persons  -who  reached  65  (62  for  women)  before  1962  can  generally 
attain  the  maximum  PIA  when  they  are  credited  with  earnings  of 
$6,600  for  each  of  5  years.  Men  born  after  January  1,  1897,  and 
women  born  after  January  1,  1900,  will  need  more  than  5  years 
of  $6,600  earnings,  depending  on  their  date  of  birth.  Thus,  people 
currently  attaining  age  62  and  applying  for  retirement  benefits 
will  not  attain  the  maximum  PIA. 

Example:  Bill,  born  January  5,  1905,  applied  for  his  retire- 
ment insurance  benefit  in  January  1967  when  he  attained  age  62. 
To  attain  the  maximum  PIA  he  would  need  14  years  of  S6,600 
earnings;  this  amount  of  annual  earnings  could  not  be  credited  to 
his  earnings  record  before  1966  (see  §  719).  However,  in  each 
year  through  1966  Bill  did  have  the  maximum  amount  of  earn- 
ings that  can  be  counted  under  §  719.  His  PIA  will  be  initially 
computed  as  $131.70  (although  his  retirement  benefit  must  be 
reduced  under  §  726  (A)  because  he  is  not  yet  age  65).  To  attain 
the  maximum  PIA  ($168),  Bill  would  need  to  continue  work 
and  have  earnings  of  at  least  $6,600  in  every  year  through  1979, 
the  year  he  attains  age  74.  If  Bill  should  continue  work  but  have 
$6,600  earnings  in  less  than  14  years,  his  PIA  will  be  more  than 
$131.70  but  less  than  $168  depending  on  how  long  he  works. 

722.  The  minimum  PIA  is  $44.  The  minimum  retirement  benefit, 
however,  is  $35.20.  This  is  the  benefit  amount  of  a  worker  with  a 
minimum  PIA  who  becomes  entitled  to  retirement  benefits  at  age 
62   (see  §  726). 

The  minimum  survivor  benefit  payable  where  there  is  only  one 
survivor  entitled  to  benefits  on  the  deceased's  social  security  record 
is  $44.  However,  if  the  lone  survivor  is  a  Avidow  who  becomes  en- 
titled before  age  62,  the  widow's  benefit  amount  may  be  less. 

There  are  also  fixed-rate  benefits  payable  on  the  basis  of  the 
transitionally  insured  status  provision  (see  §§  208  and  209)  and  a 
special  monthly  payment  for  uninsured  persons  age  72  or  over  (see 
§  356). 

723.  A  person's  PIA  may  be  refigured  after  his  entitlement  to 
retirement  or  disability  benefits  and  the  initial  computation  of  his 
benefit  rate,  in  order  to  include  earnings  covered  by  social  security 
after  he  became  entitled.  An  automatic  reappraisal  is  made  annually 
of  the  earnings  record  of  each  worker  entitled  to  retirement  or  dis- 
ability benefits  in  1965  or  later,  for  its  effect  on  the  benefit  payable 
on  his  social  security  record. 
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During  the  past  years,  tlie  law  has  provided  many  types  of  recom- 
putations  by  which  workers  and  survivors  could  have  their  benefit 
amounts  raised  if  they  met  certain  requirements.  Generally,  the 
PIA  was  recomputed  by: 

A.  Using  the  same  computation  methods  or  formulas  for  which 
the  insured  person  had  (pialified  at  the  time  of  his  original 
entitlement;  or 

B.  Using  a  computation  method  which  was  not  in  effect  when  he 
became  entitled  to  benefits,  or  for  which  he  could  not  pre- 
viously qualify.  y-^ 

Effective  1/2/1966,  these  methods  are  no  longer  available;  they 
are  replaced  by  the  automatic  1965  recomputation.  However,  the 
right  of  a  qualified  beneficiary  to  a  retroactive  increase  under  one 
of  the  pre- 1966  methods  is  preserved.  A  beneficiary  who  met  the 
requirements  for  any  one  of  these  methods,  except  that  he  had  not 
yet  applied,  is  deemed  to  have  filed  application  at  the  earliest  date 
(from  7/30/1965  to  1/1 /1966)  on  which  he  w^as  eligible.  A  survivor 
who  was  eligible  for  any  type  of  survivor's  recomputation  is  also 
deemed  to  have  filed  for  the  recomputation  on  the  date  he  was  first 
eligible  after  7/30/1965  and  before  1/2/1966. 

724,  The  1965  automatic  recomputation  is  used  to  refigure  the 
PIA  of  persons  entitled  to  retirement  or  disability  benefits  in  1965 
or  later,  under  the  1965  old-start  or  new-start  computation  methods 
described  in  §§  705-710  above.  The  effective  date  of  this  recom- 
putation is  1/66  where  the  WE  lived  throughout  1965  and  the 
recomputation  is  made  with  respect  to  1965.  After  1965,  a  recom- 
putation to  include  a  particular  year's  earnings  is  effective  with 
January  following  the  year  in  which  the  earnings  are  paid.  Thus,  a 
1965  recomputation  to  include  1966  earnings  will  be  effective  1/67. 
This  means  that  each  year  after  a  person's  initial  entitlement  during 
which  he  is  entitled  to  retirement  or  disability  benefits,  becomes  an 
additional  base  year  in  the  yearly  automatic  recomputation. 

725.  An  automatic  recomputation  may  be  given  to  a  survivor 
of  a  deceased  insured  person  if  the  insured  person  was  entitled  to 
retirement  or  disability  benefits  and  died  in  1965  or  later,  to  include 
earnings  for  the  year  of  death. 

If  the  WE  dies  after  1965,  without  having  become  entitled  to  re- 
tirement or  disability  benefits,  the  year  of  his  death  is  a  base  year 
for  the  initial  computation.  However,  if  he  died  before  1966  with- 
out having  become  entitled,    1965  computation  methods  do  not 
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apply  for  any  survivor  recomputation  that  may  be  due.  Other  meth- 
ods may  be  used,  however. 

The  PIA  is  refigured  as  if  the  insured  person  had  become  entitled 
to  the  recomputation  in  the  month  of  death,  except  that  the  year 
of  death  becomes  a  base  year.  Any  increase  in  the  PIA  applies  to 
the  survivor's  monthly  benefit  and  the  amount  of  the  lump-sum 
death  payment.  Any  resultant  increase  in  the  monthly  benefit  pay- 
able to  the  survivor  is  retroactive  to  the  first  month  for  which  the 
survivor  was  entitled  to  the  survivor's  benefits. 

726.  A  REDUCED  BENEFIT  RATE  is  payable  to  a  person  who  starts 
drawing  the  following  benefits  before  age  65: 

A.  Retirement  benefits  between  age  62  and  age  65;  or 

B.  Husband's  insurance  benefits  between  age  62  and  age  65; 
or 

C.  Wife's  insurance  benefits,  between  age  62  and  age  65,  if  she 
does  not  have  in  her  care  a  child  of  her  husband  under  age  18 
or  disabled  and  entitled  to  benefits;  or 

D.  Widow's  insurance  benefits,  between  age  60  and  age  62;  or 

E.  Disability  insurance  benefits  to  which  a  person  may  become 
entitled  after  a  reduced  retirement  benefit  or  a  reduced  wid- 
ow's benefit. 

The  reduction  is  usually  made  by  first  determining  the  person's 
full  benefit  and  then  reducing  this  benefit  rate  by  a  specified  per- 
centage for  each  month  that  he  is  under  age  65  (or,  in  the  case  of 
a  widow,  under  age  62)  as  of  the  first  month  for  which  he  is  entitled 
to  benefits. 

These  reduced  benefits  continue  at  a  reduced  rate  even  after  age 
65,  in  the  case  of  retirement,  husband's  and  wife's  benefits  and  after 
age  62  in  the  case  of  widow's  benefits.  The  reduced  disability  bene- 
fit is  converted  at  age  65  to  a  reduced  retirement  benefit.  However, 
the  reduced  benefit  rate  for  all  of  these  may  be  refigured  to  include 
additional  earnings.  Also,  the  reduction  factor  may  be  adjusted  to 
give  credit  for  certain  months  before  age  65  (age  62  in  the  case 
of  a  widow)  in  which  the  reduced  benefit  was  not  paid   (§  731). 

727.  There  are  two  basic  reduction  formulas: 

A.  A  retirement  insurance  benefit  is  reduced  by  5/9  of  1  percent 
(or  1/180)  for  each  month  of  entitlement  before  age  65;  a 

widow's  insurance  benefit  is  reduced  by  5/9  of  1  percent  (or 
1/180)  for  each  month  of  entitlement  before  age  62. 

B.  Wife's  and  husband's  insurance  benefits  are  reduced  by  25/36 
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of  1  percent  (or  1/144)  for  each  month  of  entitlement  before 
age  65. 

Under  the  reduction  formula  for  a  retirement  insurance  benefit, 
a  person  who  receives  payment  for  every  month  will  usually  be  ahead 
in  total  retirement  benefits  received  for  the  first  15  years  beginning 
with  the  month  of  entitlement  to  the  reduced  benefit.  If  the  worker 
receives  payments  for  more  than  15  years,  the  total  retirement  bene- 
fits received  will  usually  be  less  than  if  he  had  waited  until  age  65 
for  an  unreduced  retirement  benefit.  Similarly,  a  woman  receiving 
a  reduced  widow's  benefit  will  generally  be  ahead  as  to  comulative 
widow's  benefits  received  during  approximately  the  15  years  after 
the  month  of  her  entitlement  and  she  will  be  behind  after  that.  If 
at  the  time  she  is  considering  reduced  widow's  benefits,  however,  she 
has  already  decided  to  take  her  own  reduced  retirement  benefit  at 
age  62  (perhaps  because  it  is  much  larger  than  her  widow's  benefit) 
then  she  will  generally  be  ahead  in  total  benefits  for  longer  than 
15  years— often  much  longer— by  taking  reduced  widow's  benefits  at 
age  60. 

If  a  wife  receives  only  reduced  wife's  benefits  for  every  month,  she 
will  usually  be  ahead  for  12  years.  However,  if  she  outlives  the 
worker  she  may  be  entitled  to  full  widow's  benefits  even  though 
she  previously  received  reduced  wife's  benefits.  The  same  thing 
applies  to  husband's  (widower's)  benefits. 

For  the  reduction  of  a  disability  benefit,  see  §  729  below. 

728.  To    FIGURE    THE    NUMBER    OF    REDUCTION    MONTHS,    COUnt    all 

months,  beginning  with  the  first  month  of  entitlement  to  reduced 
benefits,  up  to  the  month  in  which  the  person  reaches  age  65  or,  in 
the  case  of  a  widow,  the  month  in  which  she  reaches  age  62. 

729.  A    DISABILITY    INSURANCE    BENEFIT    REDUCED    FOR    AGE    may    be 

payable  to  beneficiaries  already  entitled  to  retirement  or  widow's 
benefits.  Where  a  disability  insurance  benefit  is  payable  to  a  bene- 
ficiary already  entitled  to  a  reduced  retirement  benefit  before  he  is 
age  65,  the  disability  benefit  is  reduced  by  the  amount  the  retire- 
ment benefit  would  be  reduced  if  the  beneficiary  were  65  in  the  first 
month  of  entitlement  to  the  disability  benefit.  Where  the  disability 
benefit  is  payable  to  a  beneficiary  entitled  to  a  reduced  w-idow's 
benefit  before  age  62,  it  is  reduced  by  the  amount  the  widow's  bene- 
fit would  be  reduced  if  the  woman  were  62  in  the  first  month  of 
entitlement  to  the  disability  benefit. 

If  there  is  entitlement  to  a  disability  insurance  benefit  at  or  after 
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age  62,  the  disability  benefit  is  reduced  by  the  amount  that  the 
widow's  benefit  actually  was  reduced  at  age  62. 

730.  How  THE  REDUCTION  AMOUNT  IS  FIGURED  depends  upon 
whether  the  person  is  entitled  only  to  a  retirement  benefit,  a  wife's 
or  husband's  insurance  benefit,  a  widow's  insurance  benefit,  or  a 
disability  insurance  benefit,  or  to  more  than  one  of  them.  In  the 
latter  case,  the  time  at  which  he  becomes  entitled  to  each  benefit 
affects  the  method  of  figuring  the  reduction  amount. 

Eleven  of  the  possible  situations  (and  an  example  of  each)  are 
set  out  in  a  chart  on  pages  137,  138,  and  139.  The  facts  in  a  par- 
ticular case  may  be  substituted  for  the  facts  in  the  matching  example. 

731.  Adjustment  of  the  reduction  factor  is  made  at  age  65 
(age  62  for  a  widow)  to  determine  the  benefit  payable  to  men  and 

women  for  the  month  of  attainment  of  age  65  (62  for  a  widow)  and 
later  months,  under  the  following  circumstances: 

A.  Entitlement  to  retirement  benefits  began  between  age  62  and 
65,  and 

1.  A  work  deduction    (including  a  partial  deduction)  was 
imposed  for  any  month  before  age  65;  or 

2.  The  worker  was  also  entitled  to  disability  benefits  for  any 
month  he  was  entitled  to  retirement  benefits. 

B.  Entitlement  to  wife's  or  husband's  insurance  benefits  began 
between  ages  62  and  65,  and 

1.  A  work  deduction  (including  a  partial  deduction)  was 
imposed  for  any  month  before  age  65;  or 

2.  A  deduction  was  imposed  because  of  the  insured  person's 
refusal  of  vocational  rehabilitation;  or 

3.  There  was  no  entitlement  to  benefits  for  a  month  before 
age  65  because  the  insured  person's  disability  had  ceased. 

C.  Entitlement  to  a  reduced  wife's  benefit  began  between  ages 
62  and  65  and  for  a  month  before  age  65  a  full  benefit  was 
payable  because  she  had  in  her  care  a  child  of  her  husband 
(under  age  18  or  disabled)  entitled  to  benefits. 

D.  Entitlement  to  a  reduced  widow's  benefit  began  between  ages 
60  and  62  and 

1.  A  work  deduction  (including  a  partial  deduction)  was 
imposed  for  any  month  before  age  62;  or 

2.  For  a  month  before  age  62  a  benefit  equivalent  to  a  full 
mother's  benefit  was  paid  because  she  had  in  her  care  a 
child  (under  age  18  or  disabled)  entitled  to  benefits:  or 
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3.  For  any  month  before  age  62  she  was  not  entitled  to  the 
widow's  benefit  because  of  a  terminating  event. 
An  application  is  not  required  for  this  adjustment.  The  benefit 
amoimt  is  refigured,  using  the  same  reduction  formula  that  was 
used  to  figure  the  original  reduced  benefit,  but  excluding  from  the 
benefit  reduction  factors  the  appropriate  month  (s)  in  A  through 
D  above.  In  the  case  of  a  widow,  these  months  will  also  be  omitted 
from  the  reduction  factor  applied  to  her  widow's  benefits  from  age 
62  on  for  purposes  of  computing  a  later  disability  or  retirement 
benefit. 

732.  A  CERTIFICATE  OF  ELECTION  TO  RECEIVE  REDUCED  WIFE'S  BENE- 
FITS may  be  filed  by  a  woman  age  62  or  over  who  was  receiving  un- 
reduced (full)  wife's  insurance  benefits  which  are  suspended  because 
a  child  under  18  or  disabled  is  no  longer  in  her  care. 

The  certificate  of  election  is  effective  for  any  month  in  which  the 
woman  is  between  age  62  and  65,  entitled  to  wife's  insurance  bene- 
fits, and  does  not  have  in  her  care  a  child  (under  18  or  disabled)  of 
her  husband  entitled  to  a  child's  insurance  benefit. 

The  certificate  of  election  may  he  retroactive  for  as  many  as  12 
months  before  the  month  in  which  it  is  filed. 

Once  reduced  wife's  insurance  benefits  have  been  received  by  the 
woman,  a  reduced  wife's  benefit  rate  will  continue  to  be  payable  to 
her,  even  after  she  reaches  age  65,  for  months  in  which  she  does  not 
have  an  entitled  child  in  her  care. 

733.  Maximum  monthly  family  benefits  payable  on  one  social 
security  earnings  record  for  any  one  month  after  12/64  range  from 
$66  (where  the  PIA  is  $44)  to  $368  (where  the  PIA  is  $168).  The 
maximum  family  benefit  amount  varies  with  and  is  based  upon  the 
insured  person's  PIA.  The  chart  in  §  702  shows,  in  column  V,  the 
maximum  monthly  family  benefit  payable  on  each  PIA  listed  in 
column  IV. 

734.  Adjustment  of  individual  benefit  rates  because  of  the 
"family  maximum"  is  required  whenever  the  total  of  the  individual 
monthly  benefits  payable  to  all  the  beneficiaries  entitled  on  one 
social  security  earnings  record  exceeds  the  maximum  family  benefit 
that  is  payable  on  that  record.  All  the  benefit  rates,  except  the  re- 
tirement or  disability  insurance  benefit  and  benefits  payable  to  a 
divorced  wife  or  surviving  divorced  wife,  must  be  reduced  to  bring 
the  total  monthly  benefits  payable  within  the  maximum  family 
benefit  amount. 
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This  means  that  even  though  a  beneficiary's  benefit  rate  is  origi- 
nally set  by  law  as  a  percentage  of  the  insured  person's  PIA  (for 
example,  a  wife's  benefit  rate  is  one-half  the  PIA;  a  widow's,  wid- 
ower's, or  sole  parent's  benefit  rate  is  82J/^  percent  of  the  PIA,  etc.), 
the  actual  benefit  paid  to  the  beneficiary  may  be  less  when  the  total 
monthly  benefits  payable  for  any  one  month  on  one  earnings  record 
exceed  the  family  maximum  benefit  prescribed  by  law.  The  statu- 
tory maximum  may  be  exceeded  only  by: 

A.  The  amount  added  to  "round"  the  reduced  benefits  to  the 
next  higher  10  cents; 

B.  The  effect  of  "saving  clauses." 

Whenever  the  law  has  been  changed  to  add  new  categories 
of  beneficiaries,  there  have  been  included  saving  clauses  to 
prevent  the  reduction  of  the  benefits  of  persons  already  on  the 
rolls.  For  example: 

1.  Increase  of  the  amount  of  a  parent's,  widow's  or  widower's 
benefit  from  75  percent  to  821/2  percent  of  the  PIA,  effec- 
tive 8/61,  did  not  result  in  reducing  the  benefit  amounts 
of  others  entitled  to  benefits  for  7/61  on  the  same  social 
security  record.  Otherwise,  where  the  family  maximum 
applied,  an  increase  in  some  benefits  would  have  required 
a  reduction  in  the  other  benefits  already  payable  to  stay 
within  the  total  payment  limit. 

2.  Increase  of  survivor  children's  benefits  from  i/^  to  3^  of 
the  PIA,  and  the  entitlement  of  additional  beneficiaries 
because  of  the  de  facto  marriage  provisions,  did  not  re- 
sult in  reducing  benefit  amounts  already  payable  12/60, 
when  these  provisions  became  effective. 

3.  Entitlement  of  a  divorced  wife  to  a  wife's  benefit,  and  en- 
titlement of  a  surviving  divorced  wife  to  a  widow's  benefit, 
did  not  result  in  reducing  benefit  amounts  already  pay- 
able when  these  benefit  provisions  became  effective.  The 
other  dependents  or  survivors  benefits  are  reduced  for  the 
maximum,  not  taking  into  account  the  existence  of  the 
divorced  wife  or  surviving  divorced  wife. 

4.  A  "conversion  savins^  clause"  assured  that  each  benefit 
amount  being  paid  to  persons  entitled  before  amendment 
of  the  law  in  1965  would  be  increased  by  at  least  7  per- 
cent, rounded  to  the  next  highest  10  cents. 

735,    Adjustment  for  the  maximum  family  benefit  is  made  by 
proportionately  reducing  all  the  monthly  benefits  payable  on  the 
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social  security  earnings  record  (except  for  retirement  or  disability  in- 
surance benefits  or  benefits  to  a  divorced  wife  or  surviving  divorced 
wife)  to  bring  the  total  monthly  benefits  payable  within  the  limit 
applicable  in  the  particular  case. 

The  individual  reduced  benefit  rates  are  figured  as  follows: 

A.  If  the  insured  person  is  alive,  his  PIA  is  subtracted  from  the 
applicable  maximum  family  benefit  amount.  The  remainder 
is  divided  equally  among  the  other  persons  except  a  divorced 
wife  entitled  to  benefits  on  his  social  security  earnings  record. 

B.  //  the  insured  person  is  dead  and 

1.  All  monthly  benefits  are  based  on  either  821/9  percent  or 
75  percent  of  the  PIA,  the  applicable  maximum  monthly 
family  benefit  is  divided  equally  among  all  those  except 
a  surviving  divorced  wife  who  are  entitled  to  benefits  on 
the  social  security  earnings  record. 

2.  Some  benefits  are  based  on  821/2  percent  and  some  on  75 
percent  of  the  PIA,  each  beneficiary  is  paid  a  proportion- 
ate share  of  the  applicable  maximum  monthly  family 
benefit  based  on  that  beneficiary's  original  benefit  rate, 
except  the  surviving  divorced  wife. 

This  adjustment  is  made  after  any  deductions  which  may  be  ap- 
plicable. Thus  where  (1)  the  worker  is  entitled  to  benefi.ts,  (2)  re- 
duction for  the  family  maximum  is  required,  and  (3)  a  benefit 
payable  to  someone  other  than  the  worker  must  be  withheld,  the 
reapportionment  for  the  maximum  is  made  as  if  the  beneficiary 
whose  benefit  must  be  withheld  were  not  entitled  to  the  amounts 
withheld. 

The  following  example  illustrates  the  initial  adjustment  of  bene- 
fit rates  for  the  family  maximtim,  the  readjustment  of  rates  when 
benefits  are  not  payable  to  one  beneficiary,  and  the  readjustment 
of  rates  when  benefits  are  not  payable  to  2  beneficiaries. 

Example:     The  PIA  is  $102.80  and  maximum  family  benefits 

are  $206.40. 


Original 
benefit 

Adjusted 

for  the 

maximum 

Adjustment 

when  benefits 

not  payable 

to  one  child 

Adjustment 

when  benefits 

not  payable 

to  two 

children 

Insured  person  

$102.80 
51.40 
51.40 
51.40 
51.40 

$102.80 
25.90 
25.90 
25.90 
25.90 

$102.80 

34.60 

34.60 

34.60 

0.00 

$102.80 

Wife    

51.40 

First  child    .    ..  . 

51  40 

Second  child    ._. 

0.00 

Third  child   

0.00 

Total  payable   

$308.40 

$206.40 

$206.60 

$205.60 
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Note  that  the  total  benefits  payable  to  the  family  group  are  not 
necessarily  reduced  when  monthly  benefits  are  not  payable  to 
one  member  of  the  family  group.  (In  fact,  in  the  example,  the 
total  benefits  paid  to  the  family  group  increased  by  20  cents  when 
monthly  benefits  were  not  payable  to  one  beneficiary  due  to  the 
"rounding"  of  the  benefit  rates  to  multiples  of  10  cents.) 

736.  A  PERSON  MAY  BE  ENTITLED  TO  MORE  THAN  ONE  SOCIAL  SECU- 
RITY BENEFIT  AT  THE  SAME  TIME.  For  example,  a  woman  can  be  en- 
titled to  parent's  benefits  on  her  deceased  child's  social  security 
earnings  record  and  to  wife's  insurance  benefits  on  her  husband's 
social  security  record.  However,  only  the  highest  benefit  is  payable, 
except  when  one  of  the  benefits  is  a  retirement  or  disability  insur- 
ance benefit  (see  §  737),  or  when  both  are  children's  insurance  bene- 
fits (see  §  738),  or  when  a  wife  is  entitled  to  a  widow's  benefit  of 
one-half  the  PI  A  of  her  former  husband  (see  §  741). 

The  lower  benefit  (other  than  a  retirement  or  disability  insurance 
benefit)  cannot  be  paid  even  though  the  higher  benefit  is  not  pay- 
able; however,  if  the  higher  benefit  is  terminated  the  lower  bene- 
fit will  be  automatically  reinstated  if  the  person  is  still  entitled  to  it. 
Example:     Alice  is  entitled  to  a  wife's  insurance  benefit  of  $61 
and  a  parent's  benefit  of  $44.  Her  wife's  benefit  is  suspended  for 
several  months  because  of  her  husband's  work.  Alice  cannot  be 
paid  a  parent's  benefit  for  these  months.  However,  if  she  and  her 
husband  get  divorced,  and  she  cannot  meet  the  requirements  for 
receiving  benefits  as  a  divorced  wife  (see  §  311  above)  her  entitle- 
ment to  wife's  benefits  is  terminated.  If  she  is  still  entitled  to 
parent's  benefits,  these  will  be  paid  her  effective  with  the  month 
her  wife's  benefits  terminate. 

737.  If  a  person  is  entitled  to  retirement  or  disability  insur- 
ance   BENEFITS    AND   TO    ANOTHER    HIGHER   BENEFIT,    he    will    rCCeive 

the  retirement  or  disability  insurance  benefit  plus  the  difference 
between  this  benefit  and  the  higher  one.  If  the  higher  benefit  is 
not  payable  either  in  whole  or  in  part  for  one  or  more  months,  the 
retirement  or  disability  insurance  benefit  may  be  payable. 

Example:  Mary  is  entitled  to  retirement  insurance  benefits 
of  $44  and  to  wife's  insurance  benefits  of  $53.  The  total  benefit 
payable  to  her  is  $53,  made  up  of  a  retirement  insurance  benefit 
of  $44  and  a  wife's  insurance  benefit  of  $9.  If  the  wife's  insurance 
benefit  is  not  payable  for  some  months  because  of  her  husband's 
work  activity,  she  will  receive  her  own  retirement  insurance  bene- 
fit of  $44. 
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738.  If  a  child  is  entitled  to  child's  benefits  on  more  than 
ONE  SOCIAL  SECURITY  EARNINGS  RECORD,  he  will  be  paid  child's  insur- 
ance benefits  only  on  the  record  with  the  highest  PIA. 

If  the  PIA's  are  equal,  the  child  is  paid  benefits  on  the  record  giv- 
ing him  the  highest  benefit  rate. 

739.  A  CHILD  ENTITLED  TO  BENEFITS  ON  ONE  EARNINGS  RECORD  WILL 

AUTOMATICALLY  BE  ENTITLED  ON  A  SECOND  social  security  record  if: 

A.  The  child  is  eligible  for  benefits  on  the  second  record  and 

B.  Any  child  eligible  for  benefits  on  both  records  applies  for 
benefits  on  the  second  record. 

740.  When  a  child  is  entitled  on  more  than  one  earnings  rec- 
ord THE  monthly  family  MAXIMUM  PAYABLE  on  the  record  with  the 
higher  PIA  is  the  total  of  the  family  maximum  benefits  payable  on 
each  of  the  records  involved,  but  not  exceeding  $368. 

The  family  maximum  payable  on  the  record  with  the  lower  PIA 
is  based  solely  on  that  PIA.  However,  the  amount  of  the  benefits 
payable  to  the  persons  entitled  only  on  this  social  security  record 
are  figured  as  though  no  others  were  entitled  on  that  record. 

Example:  Mr.  and  Mrs.  Jones  had  8  children  in  the  family 
group,  5  of  whom  were  their  natural  children.  The  other  3  were 
Mr.  Jones'  stepchildren  by  a  former  marriage.  Mr.  Jones  died 
and  all  the  children  and  the  widow  became  entitled  on  his  social 
security  record.  Mrs.  Jones  died  shortly  thereafter  and  her  5 
natural  children  became  entitled  on  her  social  security  record 
since  it  had  a  higher  PIA.  The  benefits  are  determined  as  follows: 

Mr.  Jones:    PIA  $91;  maximum,  Mrs.  Jones:    PIA,  $100.60;  maximum, 

$165.60.  $199.20;  combined  maximum,  $364.80.^ 

Original     Adjusted  Original     Adjusted 

Ann  Day  $68.30        $55.20        Mary  Jones $75.50        $73.00 

Bob. Day 68.30  55.20         Peter  Jones 75.50  73.00 

Sid  Day  68.30  55.20        Charles  Jones 75.50  73.00 

$165.60         Marvel  Jones  75.50  73.00 

Ruth  Jones  75.50  73.00 

$365.00 
^  Since  the  5  children  are  also  entitled  on  their  father's  account,  the  maximums  are 
combined  but  with  a  maximum  limit  of  $368. 

741.  If  a  woman  entitled  to  a  widow's  benefit  of  one-half  her 
former  husband's  PIA  (see  §  406  (E))  is  also  entitled  to  another, 
higher  benefit  (other  than  a  retirement  or  disability  benefit),  she 
receives  the  widow's  benefit  plus  the  amount  by  which  the  other 
benefit  exceeds  it. 
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742.  Benefit  rates  must  be  rounded.  All  benefit  rates  are  rounded 
to  the  next  higher  multiple  of  10  cents,  if  not  an  even  10  cents.  For 
example,  a  child's  benefit  of  $48.72  is  rounded  to  $43.80. 

Fractions  of  a  cent  less  than  half  a  cent  are  dropped,  while  frac- 
tions of  half  a  cent  or  more  are  raised  to  the  next  higher  cent.  How- 
ever, if  the  maximum  family  benefit  is  involved,  fractions  of  less 
than  half  a  cent  are  raised  to  the  next  higher  cent. 
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Chapter  8 

Who  Are  Employees 


800.  Extent  of  social  security  coverage. 

801.  Corporate  officers  ordinarily  are  employees. 

802.  Certain  associations  classifiable  as  corporations. 

803.  The  common-law  test. 

804.  Factors  which  show  control. 

805.  Worker  must  comply  with  instructions. 

806.  Worker  is  trained  by  person  hiring. 

807.  Worker's  services  integrated  in  business. 

808.  Services  must  be  rendered  personally  by  worker. 

809.  Worker  does  not  have  right  to  hire  and  supervise  assistants. 

810.  Work  relationship  is  continuing. 

811.  Hours  of  work  preset. 

812.  Worker  must  devote  full  time  to  business. 

813.  Work  is  done  on  employer's  premises. 

814.  Worker  cannot  control  order  in  which  work  is  to  be  done. 

815.  Worker  must  submit  oral  or  written  reports. 

816.  Worker  is  paid  at  specified  intervals. 

817.  Worker's  business  and  traveling  expenses  are  paid  by  employer. 

818.  Worker  is  provided  with  tools,  materials,  etc. 

819.  Lack  of  investment  by  worker  in  facilities  for  performing  service. 

820.  Lack  of  opportunity  for  profit  or  loss. 

821.  Person  works  for  number  of  firms  or  persons  at  one  time. 

822.  Worker's  services  not  generally  available  to  others. 

823.  Employer  has  right  to  discharge  worker. 

824.  Worker  can  terminate  work  relationship  without  liability. 

825.  Certain  workers  are  employees  even  if  common-law  test  is  not  met. 

826.  Agent-drivers  and  commission  drivers. 

827.  Full-time  life  insurance  salesmen. 

828.  Full-time  traveling  or  city  salesmen. 

829.  Full-time  homeworkers. 

830.  Identity  of  employer. 

831.  Employment  relationships  of  farm  crew  workers. 

800.  There  are  differences  in  the  treatment  of  employees 
AND  SELF-EMPLOYED  PERSONS  undcr  the  social  security  program  (such 
as  contribution  rates  for  each,  the  effect  of  the  annual  earnings  test, 
and  the  computation  of  net  earnings  from  self-employment  and 
wages)  which  make  it  important  to  decide  whether  a  person  is  an  em- 
ployee or  a  self-employed  person. 

The  Social  Security  Act  defines  3  classes  of  workers  as  employees: 

A.  Officers  of  corporations  (see  §§  80 1-802); 

B.  Those  who  are  employees  under  the  common-law  test    (see 
§§  803-824); 

C.  Those  in  4  specific  occupations  who  are  not  employees  under 

(A)  or  (B)  (see  §§  825-829). 
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801.  A  CORPORATION  OFFICER  ORDINARILY  IS  AN  EMPLOYEE  OF  THE 
CORPORATION. 

A  director  of  a  corporation  is  not  an  employee  with  regard  to  any 
service  which  he  performs  as  a  director.  He  is  self-employed  with 
respect  to  these  services.  But  any  nondirectorial  services  which  he 
may  perform  imder  the  control  of  the  board  of  directors  would  be 
performed  as  an  employee  of  the  corporation. 

802.  The  term  "corporation"  includes  associations  of  several 
persons  in  a  joint  business  imdertaking  without  a  corporate  charter 
if  the  association  meets  the  following  conditions: 

A.  There  is  centralized  management  and  control  vested  in  a 
certain  number  of  the  associates  who  act  as  a  board  of  directors 
for  the  association  in  the  conduct  of  its  business;  and 

B.  The  organization  is  not  ended  or  interrupted  by  the  death 
of  one  of  the  owners  or  by  a  change  in  share  ownership;  and 

C.  The  members  have  the  absolute  right  to  dispose  of  their  in- 
terests in  the  organization;  and 

D.  The  object  of  the  organization  is  to  continue  as  a  going 
business. 

Where  an  association  is  classifiable  as  a  corporation  under  the 
above  conditions,  members  who  perform  duties  similar  to  those  of 
officers  of  a  corporation  are  employees. 

Partners  generally  are  not  employees  either  of  the  partnership  or 
of  the  other  partners  with  regard  to  partnership  business.  HoAvever, 
if  a  partnership  functions  as  an  association  classifiable  as  a  corpora- 
tion under  the  above  conditions,  any  partner  who  performs  services 
comparable  to  those  of  corporate  officers  would  be  an  employee. 

803.  Under  the  common-law  test,  a  worker  is  an  employee  if 
the  person  for  whom  he  works  has  the  right  to  direct  and  control 
him  in  the  way  he  works,  both  as  to  the  final  results  and  as  to  the 
details  of  when,  where,  and  how  the  work  is  to  be  done.  The  em- 
ployer need  not  actually  exercise  control;  it  is  sufficient  that  he  has 
the  right  to  do  so. 

804.  The  factors  or  elements  that  show  control  over  details 
of  work  are  discussed  in  §§  805-824.  These  factors  are  to  be  weighed 
against  or  compared  to  those  which  point  to  an  independent  con- 
tractor status.  Any  single  fact  or  small  group  of  facts  is  not  conclusive 
evidence  of  the  presence  or  absence  of  control.  All  facts  must  be 
weighed  and  the  conclusion  must  be  based  on  a  careful  evaluation 
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of  all  the  facts  and  the  presence  or  absence  of  factors  which  point 
to  an  employer-employee  relationship,  as  well  as  those  which  point 
to  an  independent  contractor  status. 

The  weight  to  be  given  to  the  factors  discussed  in  the  following 
sections  is  not  always  constant.  Their  degree  of  importance  may  vary 
somewhat  depending  on  the  occupation  being  considered  and  the 
reasons  for  their  existence.  Some  of  them  do  not  apply  to  particular 
occupations. 

805.  A    PERSON    WHO    IS    REQUIRED    TO    COMPLY    WITH    INSTRUCTIONS 

about  when,  where,  and  how  he  is  to  work  is  ordinarily  an  employee. 
Some  employees  may  work  without  receiving  instructions  because 
they  are  highly  proficient  in  their  line  of  work  and  can  be  trusted 
to  work  to  the  best  of  their  abilities;  however,  the  control  factor  is 
present  if  the  employer  has  the  right  to  instruct.  The  instructions 
may  be  oral  or  may  be  in  the  form  of  manuals  or  written  procedures 
which  show  how  the  desired  result  is  to  be  accomplished. 

806.  Training  of  a  person  by  an  experienced  employee  working 
with  him,  by  correspondence,  by  required  attendance  at  meetings, 
and  by  other  methods  is  a  factor  of  control  because  it  is  an  indication 
that  the  employer  wants  the  services  performed  in  a  particular 
method  or  manner.  This  is  especially  true  if  the  training  is  given 
periodically  or  at  frequent  intervals.  An  independent  contractor 
ordinarily  uses  his  own  methods  and  receives  no  training  from  the 
purchaser  of  his  services. 

807.  Integration  of  the  person's  services  in  the  business  operations 
generally  shows  that  he  is  subject  to  direction  and  control.  In  de- 
termining whether  integration  exists,  it  is  necessary  to  determine  the 
scope  and  function  of  the  business  and  then  to  determine  whether 
the  services  of  the  individual  are  merged  into  it.  When  the  success 
or  continuation  of  a  business  depends  to  an  appreciable  degree  upon 
the  performance  of  certain  kinds  of  services,  the  people  who  per- 
form those  services  must  necessarily  be  subject  to  a  certain  amount 
of  control  by  the  owner  of  the  business. 

808.  If  the  services  must  be  rendered  personally  it  indicates 
that  the  employer  is  interested  in  the  methods  as  well  as  the  results. 
He  is  interested  not  only  in  getting  a  desired  result,  but  also  in 
who  does  the  job. 
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809.  Hiring,  supervising,  and  payment  of  assistants  by  the  em- 
ployer generally  shows  control  over  all  the  men  on  the  job.  Some- 
times one  worker  may  hire,  supervise,  and  pay  the  other  workmen. 
He  may  do  so  as  the  result  of  a  contract  in  which  he  agrees  to  pro- 
vide materials  and  labor  and  under  which  he  is  responsible  only 
for  the  attainment  of  a  result,  in  which  case  he  is  an  independent 
contractor.  On  the  other  hand,  if  he  does  so  at  the  direction  of  the 
employer,  he  may  be  acting  as  an  employee  in  the  capacity  of  a 
foreman  for  or  representative  of  the  employer. 

810.  The  existence  of  a  continuing  relationship  between  an 
individual  and  the  person  for  whom  he  performs  services  is  a  factor 
tending  to  indicate  the  existence  of  an  employer-employee  relation- 
ship. Continuing  services  may  include  work  performed  at  frequently 
recurring  though  somewhat  irregular  intervals  either  on  call  of  the 
employer  or  whenever  the  work  is  available.  If  the  arrangement 
contemplates  continuing  or  recurring  work,  the  relationship  is  con- 
sidered permanent,  even  if  the  services  are  rendered  on  a  part-time 
basis,  they  are  seasonal  in  nature,  or  the  person  actually  works  only 
a  short  time. 

811.  The  establishment  of  set  hours  of  work  by  the  employer 
is  a  factor  indicative  of  control.  This  condition  bars  the  worker 
from  being  master  of  his  own  time,  which  is  a  right  of  the  independ- 
ent contractor.  Where  fixed  hours  are  not  practical  because  of  the 
nature  of  the  occupation,  a  requirement  that  the  worker  work  at 
certain  times  is  an  element  of  control. 

812.  If  the  worker  must  devote  his  full  time  to  the  business 
of  the  employer,  the  employer  has  control  over  the  amount  of  time 
the  worker  spends  working  and  impliedly  restricts  him  from  doing 
other  gainful  work.  An  independent  contractor,  on  the  other  hand, 
is  free  to  work  when,  and  for  whom,  he  chooses. 

Full  time  does  not  necessarily  mean  an  8-hour  day  or  a  5-  or  6- 
day  week.  Its  meaning  may  vary  with  the  intent  of  the  parties,  the 
nature  of  the  occupation,  and  customs  in  the  locality.  These  condi- 
tions should  be  considered  in  defining  "full  time." 

Full  time  services  may  be  required  even  though  not  specified  in 
writing  or  orally.  For  example,  a  person  may  be  required  to  pro- 
duce a  minimum  volume  of  business  which  compels  him  to  devote 
all  of  his  working  time  to  that  business,  or  he  may  not  be  permitted 
to  work  for  anyone  else  and  to  earn  a  living  he  necessarily  must  work 
full  time. 
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813.  Doing  the  work  on  the  employer's  premises  is  not  control 
in  itself;  however,  it  does  imply  that  the  employer  has  control 
especially  where  the  work  is  of  such  a  nature  that  it  could  be  done 
elsewhere.  A  person  working  in  the  employer's  place  of  business 
is  physically  within  the  employer's  direction  and  supervision.  The 
use  of  desk  space  and  of  telephone  and  stenographic  services  pro- 
vided by  an  employer  places  the  worker  within  the  employer's  di- 
rection and  supervision  unless  the  worker  has  the  option  as  to 
whether  he  wants  to  use  these  facilities. 

The  fact  that  work  is  done  off  the  premises  does  indicate  some 
freedom  from  control.  However,  it  does  not  by  itself  mean  that  the 
worker  is  not  an  employee.  Control  over  the  place  of  work  is  in- 
dicated when  the  employer  has  the  right  to  compel  a  person  to 
travel  a  designated  route,  to  canvass  his  territory  within  a  certain 
time,  or  to  work  at  specific  places  as  required. 

814.  If  a  person  must  perform  services  in  the  order  or  se- 
quence SET  FOR  HIM  by  the  employer,  it  shows  that  the  worker  is  not 
free  to  follow  his  own  pattern  of  work,  but  must  follow  the  estab- 
lished routines  and  schedules  of  the  employer. 

815.  If  REGULAR  ORAL  OR  WRITTEN  REPORTS  MUST  BE  SUBMITTED  tO 

the  employer,  it  indicates  control,  in  that  the  worker  is  compelled  to 
account  for  his  actions. 

816.  Payment  for  work  by  the  hour,  week,  or  month  is  usually 
the  manner  for  paying  employees;  whereas,  payment  on  a  commis- 
sion or  job  basis  is  customary  where  the  worker  is  an  independent 
contractor.  Payment  by  the  job  includes  a  lump  sum  which  is  com- 
puted by  the  number  of  hours  required  to  do  the  job  at  a  fixed  rate 
per  hour. 

The  guarantee  of  a  minimum  salary  or  the  granting  of  a  drawing 
account  at  stated  intervals  with  no  requirement  for  repayment  of  the 
excess  over  earnings  tends  to  indicate  the  existence  of  an  employer- 
employee  relationship. 

817.  Payment  by  the  employer  of  the  worker's  business  and/or 
TRAVELING  EXPENSES  is  a  factor  indicating  control  over  the  worker. 
Conversely,  a  lack  of  control  is  indicated  where  the  worker  is  paid 
on  a  job  basis  and  has  to  take  care  of  all  incidental  expenses. 

818.  The  furnishing  of  tools,  materials,  etc.,  by  the  employer 
is  indicative  of  control  over  the  worker.  Where  the  worker  furnishes 

150 


the  tools,  materials,  etc.,  it  indicates  a  lack  of  control  but  considera- 
tion must  be  given  to  the  fact  that  in  some  occupational  fields  it  is 
customary  for  employees  to  use  their  own  hand  tools. 

819.  A  SIGNIFICANT  INVESTMENT  BY  A  PERSON  in  facilities  used  by 
him  in  performing  services  for  another  tends  to  show  an  independ- 
ent status.  On  the  other  hand,  the  furnishing  of  all  necessary  fa- 
cilities by  the  employer  tends  to  indicate  the  absence  of  an  in- 
dependent status  on  the  part  of  the  worker. 

Facilities  include,  generally,  equipment  or  premises  necessary 
for  the  work  but  not  tools,  instruments,  clothing,  etc.,  that  are  pro- 
vided by  employees  as  a  common  practice  in  their  particular  trade. 

820.  A  PERSON  WHO  IS  IN  A  POSITION  TO  REALIZE  A  PROFIT  OR  SUFFER 

A  LOSS  as  a  result  of  his  services  is  generally  an  independent  con- 
tractor, while  the  individual  who  is  an  employee  is  not  in  such  a 
position.  Opportunity  for  profit  or  loss  may  be  established  by  one 
or  more  of  a  variety  of  circumstances,  e.g.: 

A.  The  individual  hires,  directs,  and  pays  assistants. 

B.  He  has  his  own  office,  equipment,  materials,  or  other  facilities 
for  doing  the  work. 

C.  He  has  continuing  and  recurring  liabilities  or  obligations 
and  his  success  or  failure  depends  on  the  relation  of  his  re- 
ceipts to  his  expenditures. 

D.  He  agrees  to  perform  specific  jobs  for  prices  agreed  upon  in 
advance  and  pays  expenses  incurred  in  connection  with  the 
work. 

821.  If   a   PERSON    works   for   a   number   of   PERSONS   OR   FIRMS   AT 

THE  SAME  TIME,  it  usually  indicates  an  independent  status  because  in 
such  cases  the  worker  is  usually  free  from  control  by  any  of  the 
firms.  It  is  possible,  however,  that  a  person  may  w^ork  for  a  number 
of  people  or  firms  and  still  be  an  employee  of  one  or  all  of  them. 

822.  The  fact  that  a  person  makes  his  services  available  to 
THE  general  public  is  usually  indicative  of  an  independent  con- 
tractual relationship.  An  individual  may  hold  his  services  out  to 
the  public  in  a  number  of  ways.  He  may  have  his  ov/n  office  and  as- 
sistants, he  may  hang  out  a  "shingle"  in  front  of  his  home  or  office, 
he  may  hold  business  licenses,  he  may  be  listed  in  business  di- 
rectories or  maintain  business  listings  in  telephone  directories,  or 
he  may  advertise  in  newspapers,  trade  journals,  magazines,  etc. 
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823.  The  right  to  discharge  is  an  important  factor  in  indicating 
that  the  person  possessing  the  right  is  an  employer.  He  exercises  con- 
trol through  the  ever-present  threat  of  dismissal  which  causes  the 
worker  to  obey  his  instructions.  An  independent  contractor,  on  the 
other  hand,  cannot  be  fired  as  long  as  he  produces  a  result  which 
measures  up  to  his  contract  specifications. 

Sometimes  an  employer's  right  to  discharge  is  restricted  because 
of  his  contract  with  a  labor  union.  Such  a  restriction  does  not 
detract  from  the  existence  of  an  employment  relationship. 

824.  An  employee  has  the  right  to  end  his  relationship  with 
his  employer  at  any  time  he  wishes  without  incurring  liability.  An 
independent  contractor  usually  agrees  to  complete  a  specific  job 
and  he  is  responsible  for  its  satisfactory  completion  or  is  legally 
obligated  to  make  good  for  failure  to  complete  the  job. 

825.  Workers  in  the  4  occupational  groups  set  out  in  §§  826- 
829  are  employees  under  the  social  security  law  even  if  they  do  not 
meet  the  common-law  test  if: 

A.  The  contract  of  service  contemplates  that  the  worker  will 
personally  perform  substantially  all  of  the  work;  and 

B.  The  worker  has  no  substantial  investment  in  facilities  other 
than  transportation  facilities  used  in  performing  the  work; 
and 

C.  There  is  a  continuing  work  relationship  with  the  person  for 
whom  the  services  are  performed. 

The  contract  of  service  may  be  oral  or  written  but  the  worker  may 
not  have  authority  to  delegate  a  substantial  part  of  the  work  to  any 
other  person.  However,  a  salesman  could  hire  a  chauffeur  without 
affecting  the  personal  service  requirement  since  the  chauffeur's 
services  would  be  merely  incidental  to  the  selling  activity.  Similarly, 
a  worker  could  hire  a  substitute  or  an  assistant  occasionally  and  still 
be  an  employee  under  this  test.  The  important  thing  is  that  the 
parties  intended  that  the  worker  perform  the  essential  services  of 
the  job. 

Facilities  include  such  items  as  office  furniture  and  fixtures, 
premises,  and  machinery.  A  salesman  maintaining  an  office  in  his 
own  home  may  not  have  a  substantial  investment;  but  a  salesman 
maintaining  an  office  outside  his  home  frequently  does  have  a  sub- 
stantial investment  in  facilities. 

Facilities  do  not  include  education,  training,  experience,  tools, 
instruments,  or  clothing  commonly  or  frequently  provided  by  em- 
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ployees  or  a  vehicle  used  for  the  worker's  own  transportation,  or 
for  carrying  the  goods  or  commodities  he  sells,  or  for  supplying  laun- 
dry or  dry  cleaning  service. 

A  continuing  work  relationship  exists  if  the  work  is  regular  or 
frequently  recurring.  Regular  part-time  work  and  regular  seasonal 
work  would  be  considered  work  of  a  continuing  nature.  A  single- 
job  transaction,  even  though  it  covers  a  considerable  period  of  time, 
is  not  generally  considered  done  in  a  continuing  relationship. 

826.  Agent-drivers  and  commission  drivers  are  employees  if  the 
requirements  in  §  825  are  met  and  the  driver  distributes  the  fol- 
lowing items  for  his  principal :  ^ 

A.  Meat  or  meat  products;  or 

B.  Vegetables  or  vegetable  products;  or 

C.  Fruit  or  fruit  products;  or 

D.  Bakery  products;  or 

E.  Beverages  (other  than  milk);  or 

F.  Laimdry  or  dry  cleaning  services. 

The  worker  may  sell  at  wholesale  or  retail.  He  may  operate  from 
his  own  truck  or  a  truck  belonging  to  the  company  for  which  he 
works.  He  may  serve  customers  designated  by  the  company  or 
solicited  on  his  own.  His  manner  of  compensation  is  immaterial.  He 
may  distribute  other  products  if  the  handling  of  the  additional 
products  is  incidental  to  the  handling  of  the  specified  items.  If  the 
distribution  of  other  products  is  not  incidental  to  the  handling  of 
the  specific  items  listed  above,  the  worker  is  not  an  employee  under 
this  test. 

The  worker  must  perform  the  services  for  the  person  engaging 
him.  If  the  worker  on  his  own  account  buys  merchandise  and  sells 
it  or  furnishes  services  to  the  public  as  part  of  his  own  independent 
business,  he  is  not  an  employee  under  this  test. 

827.  Full-time  life  insurance  salesmen  are  employees  if  they 
work  under  the  conditions  listed  in  §  825  and: 

A.  Solicit  life  insurance  or  annuity  contracts  as  their  entire  or 
principal  business  activity;  and 

B.  Work  primarily  for  one  life  insurance  company. 

These  salesmen  are  usually  furnished  with  office  space,  steno- 
graphic help,  telephone  facilities,  forms,  rate  books,  and  advertising 
materials  by  the  company  or  its  general  agent.  They  may  be  em- 
ployees of  either  the  company  or  its  general  agent. 
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Generally,  the  contract  of  employment  reflects  the  intention  of 
the  salesman  and  the  company  in  regard  to  "full-time"  activity.  The 
intention  of  the  salesman  and  the  company  (as  shown  by  the  con- 
tract) and  their  mutual  performance  in  fact,  not  the  time  devoted 
to  the  work,  governs  in  determining  whether  or  not  the  individual 
is  a  full-time  or  part-time  salesman.  "An  entire  business  activity" 
may  or  may  not  be  full  time;  an  individual  may  work  regularly 
only  a  few  hours  each  day  and  still  qualify  as  a  full-time  life  insur- 
ance salesman. 

A  principal  business  activity  is  one  which  takes  the  major  part  of 
the  salesman's  working  time  and  attention. 

The  salesman's  efforts  must  be  devoted  to  the  solicitation  of  life 
insurance  or  annuity  contracts,  or  of  such  contracts  and  accident  and 
health  contracts.  Occasional  or  incidental  sales  of  other  types  of 
insurance  for  the  employer  or  the  occasional  placing  of  surplus-line 
insurance  will  not  affect  this  requirement.  However,  the  salesman 
who  is  required  to  devote  his  efforts  to  selling  applications  for  in- 
surance contracts  other  than  life  insurance  and  annuity  contracts 
(for  example,  health  and  accident,  fire,  automobile,  etc.)  does  not 
meet  the  requirement. 

828.  Full-time  traveling  or  city  salesmen,  other  than  agent- 
drivers  or  commission  drivers,  are  employees  if  they  work  under  the 
conditions  listed  in  §  825  and: 

A.  Have  as  their  entire  or  principal  activity  the  solicitation  of 
orders  for  merchandise  on  behalf  of  their  principal  and  trans- 
mit the  orders  to  their  principal;  and 

B.  Obtain  their  orders  from  wholesalers,  retailers,  contractors, 
or  operators  of  hotels  or  restaurants  or  ether  businesses  whose 
primary  function  is  the  furnishing  of  food  and/or  lodging; 
and 

C.  Sell  merchandise  which  is  bought  for  resale  or  for  use  as  sup- 
plies in  their  customers'  business  operations. 

A  manufacturer's  representative  who  holds  himself  out  as  an  in- 
dependent businessman  and  serves  the  public  through  his  con- 
nection with  a  number  of  firms  is  not  included  in  this  category.  The 
multiple-line  salesman  is  also  generally  not  an  employee  under  this 
test  because  he  usually  solicits  orders  for  more  than  one  principal. 
However,  the  salesman  who  solicits  orders  primarily  for  one  prin- 
cipal can  be  an  employee  of  that  principal  even  though  he  carries 
on  incidental  sideline  activities  on  behalf  of  other  persons  or  firms. 

154 


"Full-time"  relates  to  an  exclusive  or  principal  business  activity 
for  a  single  firm  or  person,  and  not  to  time  spent  on  the  job. 

829.  HoMEWORKERs  ARE  EMPLOYEES  if  they  meet  the  requirements 
in  §  825  and  if  they: 

A.  Work  in  accordance  with  the  employer's  specifications;  and 

B.  Work  on  material  or  goods  furnished  by  the  employer;  and 

C.  Return  the  finished  product  lo  the  employer  or  to  someone 
whom  he  designates.  It  is  immaterial  whether  the  employer 
calls  for  the  work  or   the  worker  delivers  it  to  him. 

This  group  includes  people  who  make  quilts,  buttons,  gloves, 
bedspreads,  clothing,  needlecraft  products,  etc.  The  work  is  done 
away  from  the  employer's  place  of  business,  usually  in  the  worker's 
own  home,  the  home  of  another,  or  in  a  home  workshop.  Usually, 
specifications  given  by  the  employer  are  simple  and  consist  of  fol- 
lowing patterns  or  samples  furnished  by  him. 

The  pay  received  by  a  homeworker  in  this  category  from  any  one 
employer  is  not  counted  for  social  security  benefits  for  any  calendar 
quarter  in  which  that  employer  pays  him  cash  wages  of  less  than  $50. 
However,  all  pay,  cash  and  noncash,  is  counted  in  applying  the  an- 
nual earnings  test  to  a  beneficiary  even  if  the  cash  pay  test  is  not 
met.  If  the  cash  pay  test  is  met,  then  all  pay,  cash  and  noncash,  from 
that  employer  is  counted  for  benefits  as  well  as  for  the  annual  earn- 
ings test. 

For  the  years  1951  through  1954,  the  work  must  also  have  been 
subject  to  the  licensing  requirements  of  the  State  in  which  the  work 
was  performed. 

830.  Identity  of  employer.  Even  though  it  may  be  clear  that  a 
certain  person  is  an  employee,  it  may  not  be  clear  just  who  his  em- 
ployer is.  The  issue  must  be  resolved  in  case  of  doubt  by  a  careful 
study  of  all  the  facts. 

The  employer  is  the  person  or  entity  which  has  the  final  authority 
to  control  the  worker  in  performing  his  services,  or  which  reserves 
the  right  to  do  so— the  person  or  entity  which  has  the  sole  power  to 
hire,  fire,  and  supervise  the  worker.  In  determining  the  employer, 
as  between  2  or  more  possible  persons  or  entities,  the  common-law 
test  (see  §§  803-824)  is  applied.  It  is  not  necessary  that  the  em- 
ployer be  the  one  paying  the  worker's  wages. 

831.  Farm  crew  workers  are  employees  of  the  crew  leader  if  the 
crew  leader: 
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A.  Arranges  with  the  farm  operator  to  furnish  workers; 

B.  Pays  the  workers  either  on  his  own  behalf  or  on  behalf  of  the 
farm  operator;  and 

C.  Is  not  designated  as  the  farm  operator's  employee  in  a  written 
agreement  between  himself  and  the  farm  operator. 

The  crew  leader  in  this  case  is  considered  self-employed  and  is 
responsible  for  the  payment  of  employment  taxes  and  for  reporting 
the  workers  for  social  security  purposes. 

If  an  agreement  has  been  entered  into  in  writing  that  the  crew 
leader  is  the  farm  operator's  employee,  all  of  his  crew  members  are 
also  employees  of  the  farm  operator.  If  the  crew  leader  does  not  pay 
the  workers  or  has  not  entered  into  a  written  agreement  as  above, 
the  common-law  test  is  applied  in  determining  the  identity  of  the 
employer  of  the  workers  and  the  status  of  the  crew  leader. 
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Chapter  9 

Special  Coverage  Provisions 


900.  Most  work  in  U.S.  is  covered  by  social  security. 

901.  Agricultural  labor. 

902.  Cash-pay  test  after  1954. 

903.  Definition  of  a  farm. 

904.  Types  of  farm  work  covered  as  agricultural  labor. 

905.  What  are  agricultural  and  horticultural  commodities. 

/ 


906.  Cultivating,  raising,  and  harvesting.  ^ 


907.  What  raising  does  not  include. 

908.  What  harvesting  includes. 

909.  Types  of  operations  included  as  agricultural  labor. 

910.  Work  performed  in  crude  gum  production. 

911.  Work  performed  in  connection  with  cotton  ginning. 

912.  Work  in  connection  with  waterways,  ditches,  etc. 

913.  Processing  or  packaging  of  agricultural  commodities. 

914.  Domestic  service  or  nonbusiness  work  on  a  farm. 

915.  Foreign  agricultural  workers  employed  in  the  U.S. 

916.  Domestic  service  in  private  home  of  employer. 

917.  Domestic  service  defined. 

918.  Private  home  defined. 

919.  Special  provision  for  reporting  wages  paid  to  domestics. 

920.  Service  by  a  student  for  a  local  college  club,  etc. 

921.  Local  college  club  defined. 

922.  Service  by  a  student  for  a  school,  college,  or  university. 

923.  Service  of  student  nurses. 

924.  Service  as  an  intern  for  a  hospital. 

925.  Employment  not  in  the  course  of  the  employer's  trade  or  business. 

926.  Work  not  in  course  of  employer's  trade  or  business  defined. 

927.  Family  employment. 

928.  When  family  employment  exclusion  does  not  apply. 

929.  Delivering  or  distributing  newspapers. 

930.  Vendors  of  newspapers  and  magazines. 

931.  Work  for  nonprofit  religious,  charitable,  educational,  etc.,  institutions. 

932.  Effect  of  filing  waiver  certificate. 

933.  Work  performed  by  employees  who  sign  waiver  certificates. 

934.  Work  performed  by  employees  who  do  not  sign  waiver  certificates. 

935.  Effective  dates  for  supplemental  lists  of  concurring  employees. 

936.  Employees  who  are  members  of  State  retirement  system. 

937.  Employment  which  cannot  be  covered. 

938.  Effective  date  of  social  security  coverage. 

939.  Amending  the  waiver  certificate. 

940.  Earnings  erroneously  reported  for  employee. 

941.  Employment  for  nonprofit  organizations  other  than  religious,  charitable,  or  edu- 
cational organizations. 

942.  Ministers  and  members  of  religious  orders. 

943.  Employment  not  in  exercise  of  the  ministry. 

944.  Definition  of  ordained,  commissioned,  or  licensed  minister. 

945.  Definition  of  exercise  of  the  ministry. 

946.  Fishermen  and  crabbers. 

947.  Employment   for  a   foreign   government,   international   organization,   or   instru- 
mentality of  foreign  government. 
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948.  U.S.  citizen  working  in   U.S.  for  international  organization. 

949.  Foreign  students  or  exchange  visitors. 

950.  Employment  for  communist  action  organization. 

951.  Employment  as  civilian  for  the  U.S.  Government. 

952.  Employment  for  District  of  Columbia. 

953.  Volunteers  in  Peace  Corps. 

954.  Corps  members  or  enrollees  under  Economic  Opportunity  Act  Programs. 

955.  Job  Corps  enrollees. 

956.  Enrollees  in  Neighborhood  Youth  Corps— Work-Training  Programs. 

957.  Students  enrolled  in  Work-Study  Program. 

958.  Volunteers  in  Service  to  America  (Vista  Program). 

959.  Member  of  the  U.S.  uniformed  service. 

960.  Definition  of  member  of  a  uniformed  service. 

961.  Definition  of  active  duty. 

962.  Definition  of  active  duty  for  training. 

963.  Determination  of  amount  of  wages  and  period  of  military  service. 

964.  Wage  credits  based  on  military  service  before  1957. 

965.  Definition  of  military  or  naval  service  of  the  U.S. 

966.  Effect  of  discharge  under  dishonorable  conditions. 

967.  Wage  credits  for  World  War  II  military  service  with  foreign  countries. 

968.  Coast  and  Geodetic  Survey  and  Public  Health  Service  officers. 

969.  When  wage  credits  not  granted  in  military  service. 

970.  Fully  insured  status  of  certain  deceased  veterans. 

971.  Employment  outside  the  U.S. 

972.  Definition  of  American  employer. 

973.  Services  in  Guam  and  American  Samoa. 

974.  Employment  for  foreign  subsidiaries  of  domestic  corporation. 

975.  Definition  of  foreign  subsidiary. 

976.  Agreement  to  cover  foreign  subsidiaries. 

977.  Employment  covered  by  the  Railroad  Retirement  Act. 

978.  The  included-excluded  rule. 

979.  When  the  included-excluded  rule  does  not  apply. 

900.  Most  types  of  employment  in  the  u.s.  are  covered  by 
SOCIAL  SECURITY.  Some  work,  however,  is  specifically  excluded  by 
the  law,  and  other  types  of  work  are  covered  only  under  certain  con- 
ditions. This  chapter  explains  what  employment  is  not  covered  by 
social  security  and  what  conditions  must  be  met  before  certain  types 
of  employment  otherwise  excluded  can  be  covered. 

The  special  coverage  provisions  for  employment  for  State  and 
local  governments  are  explained  in  chapter  10. 

901.  Most  types  of  agricultural  labor  are  covered  by  social 
security  beginning  with  1951.  However,  only  cash  pay  (as  defined  in 
§  1303)  for  farm  work  can  be  counted  for  social  security  purposes 
and  only  under  the  following  conditions: 

A.    After  1956: 

1.  The  cash  pay  paid  to  an  employee  in  a  calendar  year  for 
agricultural  labor  by  one  employer  amounts  to  $150  or 
more;  or 

2.  The  employee  performs  agricultural  labor  for  one  em- 
ployer on  20  or  more  days  during  the  calendar  year  for 

158 


cash  wages  figured  on  a  time  basis,  such  as  by  the  hour, 
day,  or  week. 

B.  For  the  years  1955  and  1956:  The  employer  paid  the  worker 
in  the  calendar  year  cash  pay  of  at  least  $100. 

C.  For  the  years  1951  through  1954:  The  employee  was  paid 
cash  pay  of  $50  or  more  in  the  calendar  quarter  by  an  em- 
ployer by  whom  he  was  "regularly  employed." 

902.  The  cash-pay  test  after  1954  is  based  on  when  the  wages 
were  paid.  Thus,  if  an  employee  was  paid  $150  in  1962  for  agri- 
cultural labor,  the  entire  $150  is  counted  as  wages  for  1962  even 
though  part  or  all  of  the  work  may  have  been  done  in  1961.  (Before 
1955,  the  cash-pay  test  was  based  on  when  the  wages  were  earned.) 

903.  A  "farm"  includes  stock,  dairy,  poultry,  fruit,  and  fur-bearing 
animal  farms;  truck  farms,  plantations,  ranches,  nurseries,  ranges, 
and  orchards.  The  term  also  includes  greenhouses  (except  those 
used  primarily  for  display  or  storage  purposes  or  for  making  wreaths 
or  bouquets)  and  other  similar  structures  which  are  used  primarily 
for  the  raising  of  agricultural  or  horticultural  commodities. 

904.  Work  performed  on  a  farm  in  the  employ  of  any  person  is 
covered  by  social  security  as  agricultural  labor  if  it  is  performed  in 
connection  with: 

A.  Cultivation  of  the  soil;  or 

B.  Raising  or  harvesting  any  agricultural  or  horticultural  com- 
modity (this  includes  the  raising,  shearing,  feeding,  caring 
for,  training  and/or  management  of  livestock,  bees,  poultry, 
and  fur-bearing  animals  and  wildlife). 

905.  Agricultural  or  horticultural  commodities  include  food 
crops  such  as  nuts,  fruits,  mushrooms,  vegetables,  and  grain;  flowers, 
cut  flowers,  trees,  and  shrubbery;  animal  feed  or  bedding;  grass, 
vegetable,  and  cereal  seed;  and  such  other  crops  as  flax,  cotton, 
tobacco,  tung  nuts,  and  medicinal  herbs  raised  for  sale  or  for  home 
use. 

906.  Cultivating,  raising,  and  harvesting  may  be  either  the 
actual  cultivation  of  the  soil,  or  the  raising  or  harvesting  of  the  com- 
modity; or  an  activity  in  connection  with  such  operations,  e.g.,  irri- 
gating growing  crops,  cutting  of  top  soil,  spraying,  or  dusting. 
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907.  The  term  "raising"  does  not  include  service  in  potting, 
watering,  heeling,  or  otherwise  caring  for  trees,  shrubbery,  plants, 
etc.,  which  are  purchased  in  salable  condition  for  the  purpose  of 
quick  resale;  however,  when  these  commodities  are  kept  long 
enough  for  them  to  grow  appreciably,  the  work  in  caring  for  them 
is  agricultural  labor. 

90%  The  term  "harvesting"  includes  work  customarily  per- 
formed as  part  of  harvesting,  such  as  baling  hay,  shredding  fodder, 
shucking  and  shelling  corn,  baling  flax  straw,  hulling  almonds, 
coarse  grinding  of  alfalfa,  and  threshing  small  grains  before  storage. 
Horticultural  commodities  such  as  flowers,  trees,  shrubbery,  and 
plants  are  harvested  when  they  are  taken  up  for  sale  or  storage. 

909.  Work  performed  in  connection  with  the  operation,  man- 
agement, conservation,  improvement,  or  maintenance  of  a  farm 
AND  ITS  TOOLS  AND  EQUIPMENT,  or  salvaging  timber  or  clearing  land 
of  brush  and  other  debris  left  by  a  hurricane  is  agricultural  labor  if: 

A.  The  work  is  done  in  the  employ  of  the  owner,  tenant,  or  other 
operator  of  such  farm;  and 

B.  The  major  part  of  such  work  is  done  on  the  farm. 

Work  done  in  the  wholesaling  or  retailing  of  raw  or  unmanu- 
factured farm  products  (including  displaying,  actual  selling,  collect- 
ing, and  depositing  of  sales  price  and  the  clerical  and  other  work  in 
connection  with  the  selling  of  the  products)  is  agricultural  labor  if 
the  farm  operator  raised  over  one-half  of  the  products  he  sells  and 
the  major  part  of  the  work  is  done  on  a  farm. 

910.  Work  performed  in  connection  with  the  production  and 

HARVESTING  OF  CRUDE  GUM  FROM   A  LIVING  TREE,   and   the   prOCeSsiug 

of  the  crude  gum  into  gum  spirits  of  turpentine  and  gum  rosin  by 
the  original  producer  of  the  crude  gum  is  agricultural  labor  and  is 
covered  by  social  security,  beginning  with  1959. 

911.  Work  in  connection  with  cotton  ginning,  is  agricultural 
labor  and  is  covered  by  social  security,  beginning  1/1/55. 

912.  Work  performed  in  connection  with  the  operation  or 

maintenance    of    WATERWAYS,    DITCHES,    CANALS,    AND    RESERVOIRS    is 

agricultural  labor  if  the  waterways,  ditches,  canals,  etc.: 

A.  Are  not  owned  or  operated  for  profit;  and 

B.  Are  used  exclusively  for  supplying  and  storing  water   for 
farm  purposes. 
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Work  in  connection  with  the  ordinary  upkeep,  repair,  and  re- 
placement of  an  existing  water  system  is  agricultural  labor.  How- 
ever, work  performed  in  connection  with  the  construction  of  a 
new  system  or  the  extension  of  an  existing  system  is  not  agricultural 
labor. 

913.  Work  in  connection  with  the  processing  or  packaging  of 
ANY  agricultural  COMMODITY  in  its  raw  or  unmanufactured  state 
is  covered  by  social  security  as  agricultural  labor  if: 

A.  The  work  is  performed  in  the  employ  of: 

1.  A  farm  operator  who  produced  more  than  one-half  of  the 
agricultural  commodity  being  processed  or  packaged  in  a 
pay  period;  or 

2.  An  unincorporated  group  of  farm  operators  if: 

a.  The  group  does  not  number  more  than  20  at  any  time 
during  the  calendar  quarter  in  which  the  work  is  per- 
formed; and 

b.  The  group  is  not  a  farmers'  cooperative;  and 

c.  The  group  produced  all  of  the  agricultural  commodity 
being  processed  or  packaged  in  a  pay  period;  and 

B.  The  work  is  not  performed  after  the  delivery  of  the  com- 
modity to  a  terminal  market  for  distribution  for  consump- 
tion; and 

C.  The  work  is  not  performed  in  connection  with  the  commer- 
cial canning  or  freezing  of  the  commodity. 

Work  in  the  handling,  canning,  drying,  packing,  freezing,  grad- 
ing, storing,  or  delivering  to  storage  or  to  market  or  to  a  carrier  for 
transportation  to  market  of  an  agricultural  or  horticultural  com- 
modity is  agricultural  labor  but  only  under  the  conditions  in  (A) 
through   (C)  above. 

Processing  which  changes  the  commodity  from  its  raw  or  natural 
state  is  not  agricultural  labor  nor  is  any  work  done  on  a  commodity 
after  it  has  been  changed  from  its  raw  or  natural  state. 

914.  Domestic  service  or  nonbusiness  work  on  a  farm  operated 
for  profit  is  covered  by  social  security  as  agricultural  labor  if  the 
work  is  performed  for  the  farm  operator. 

Generally,  a  farm  is  operated  for  profit  if: 

A.  The  employer  operates  it  for  his  livelihood  or  to  supplement 
his  income  by  the  sale  of  commodities  grown  on  the  farm  or 
from  the  sale  of  natural  resources  thereon;  or 
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B.  A  substantial  amount  of  the  commodities  grown  on  the  em- 
ployer's farm  are  sold. 

915.  Agricultural  work  performed  by  foreign  workers  lawfully 
admitted  to  the  U.S.  on  a  temporary  basis  from  any  foreign  country 
to  do  agricultural  work  is  not  covered  by  social  security  after  1956. 
Agricultural  work  performed  in  1955  and  1956  by  foreign  workers, 
except  workers  from  the  British  West  Indies  and  Mexican  contract 
workers,  was  covered  by  social  security  if  they  met  the  agricultural 
labor  cash-pay  test  stated  in  §  901. 

Agricultural  work  performed  by  foreign  agricultural  workers 
lawfully  admitted  to  the  U.S.  on  a  temporary  basis  from  the  British 
West  Indies  to  do  agricultural  work  has  not  been  covered  since 
1954.  Agricultural  work  performed  by  workers  lawfully  admitted 
to  the  U.S.  from  Mexico  to  do  agricultural  work  has  not  been 
covered  since  7/12/51. 

916.  Domestic  service  in  the  private  home  of  the  employer  is 
covered  by  social  security  beginning  with  1951.  Only  cash  pay  (as 
defined  in  §  1303)  for  this  work  is  counted  for  social  security  pur- 
poses and  only  if  the  appropriate  "cash  pay"  test  is  met. 

A.  After  1954 ,  the  cash  pay  test  is  met  if  the  cash  pay  paid  to  the 
domestic  in  the  calendar  quarter  by  the  employer  amounts 
to  $50  or  more. 

B.  For  the  years  1951  through  1954,  the  cash  pay  test  is  met  if: 

1.  The  cash  pay  paid  to  the  domestic  in  the  calendar  quarter 
by  the  employer  amounted  to  $50  or  more;  and 

2.  The  employee  performed  some  domestic  service  for  the 
same  employer  on  each  of  at  least  24  days: 

a.  In  the  calendar  quarter  in  which  the  wages  were  paid; 
or 

b.  In  the  preceding  calendar  quarter. 

Each  calendar  quarter  is  considered  separately  in  determining 
whether  the  cash  pay  can  be  counted  for  social  security. 

//  the  domestic  is  paid  cash  wages  by  more  than  one  employer  the 
"cash  pay"  test  applies  separately  to  the  wages  paid  by  each  em- 
ployer. Cash  pay  from  different  employers  cannot  be  combined  for 
the  cash-pay  test. 

Domestic  service  on  a  farm  operated  for  profit  is  considered  to  be 
"agricultural  labor"  and  either  the  agricultural  labor  cash  pay  or 
work  test  must  be  met  before  cash  wages  paid  for  this  employment 
can  be  considered  for  social  security  purposes. 
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917.  "Domestic  service"  means  work  ordinarily  performed  as  an 
integral  part  of  household  duties  that  contributes  to  the  mainte- 
nance of  the  employer's  residence  or  administers  to  the  personal 
wants  and  comforts  of  the  employer  and  other  members  of  the 
household  and  guests.  In  general,  this  includes  work  performed  by 
cooks,  waiters,  butlers,  housekeepers,  housemen,  watchmen,  govern- 
esses, maids,  companions,  nursemaids,  valets,  baby  sitters,  janitors, 
laundresses,  furnacemen,  caretakers,  gardeners,  footmen,  grooms, 
seamstresses,  handymen,  and  chauffeurs  of  family  automobiles. 

918.  A  "private  home"  is  the  fixed  abode  of  one  or  more  persons. 
Any  shelter  used  as  a  dwelling  may  be  considered  as  a  private  home, 
for  example,  a  tent,  boat,  trailer,  or  a  room  or  a  suite  in  a  hospital, 
hotel,  sanitorium,  or  nursing  home.  A  cooperative  boarding  and 
lodging  facility  may  be  a  private  home;  however,  company-operated 
facilities  are  not  private  homes. 

In  an  apartment  house,  each  apartment  together  with  its  private 
stairways,  halls,  and  porches,  etc.,  is  a  private  home.  Parts  of  the 
premises  devoted  to  common  use,  such  as  the  office,  furnace-room, 
lawns,  public  stairways,  halls,  and  porches  are  not  a  part  of  the  pri- 
vate home.  If  a  house  is  used  mainly  as  a  commercial  rooming  or 
boarding  house,  only  that  part  of  the  house  which  is  used  as  the 
operator's  living  quarters  is  considered  to  be  a  private  home. 

Domestic  workers  employed  by  landlords  or  rental  agencies  to  do 
work  in  or  about  property  being  rented  as  a  private  home  are  not 
performing  work  in  the  private  home  of  the  employer. 

919.  For  social  security  tax  contribution  reporting  purposes 
ONLY,  the  cash  wages  paid  for  domestic  service  in  the  private  home  of 
the  employer  may  be  rounded  out  to  the  nearest  dollar.  This  simpli- 
fies computation  of  the  contribution.  For  example,  if  the  domestic 
is  paid  daily  and  the  cash  pay  is  $7.50,  the  payment  may  be  considered 
to  be  $8.00  for  reporting  purposes.  Similarly,  a  payment  amounting 
to  $7.49  may  be  reduced  to  $7.00.  Also  rounding  to  the  nearest  dollar 
is  permitted  if  the  domestic  is  paid  on  a  weekly,  semimonthly,  or 
monthly  basis.  If  the  "rounding"  method  of  reporting  is  adopted  for 
any  pay  period  in  a  calendar  quarter,  it  must  be  used  consistently 
throughout  the  calendar  quarter  for  all  domestic  employees. 

920.  Domestic  service  by  a  student  for  a  local  college  club, 
fraternity,  or  sorority  is  excluded  from  social  security  coverage  if: 
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A.  The  domestic  service  is  performed  in  or  about  the  club  rooms 
or  house;  and 

B.  The  student  is  enrolled  in  and  regularly  attending  classes  at 
a  school,  college,  or  university. 

921.  A  "local  college  club"  is  one  in  which  the  membership  is 
composed  mainly  of  students  enrolled  in  the  college  or  of  persons 
directly  connected  with  the  college.  The  membership  of  a  local 
chapter  of  a  college  fraternity  or  sorority  must  be  composed  mostly 
of  students  enrolled  in  the  college.  However,  the  fact  that  a  local 
college  club  or  local  chapter  of  a  college  fraternity  or  sorority  has 
some  alumni  or  faculty  members  is  immaterial.  An  alumni  club 
or  alumni  chapter  of  a  fraternity  or  sorority,  though,  is  not  con- 
sidered to  be  a  "college  club  or  chapter." 

922.  Work  by  a  student  for  a  school,  college,  or  university  at 
which  he  is  enrolled  is  excluded  from  social  security  coverage  if  the 
student  is  regularly  attending  classes.   (But  see  §  1005.) 

For  application  of  this  rule  to  students  enrolled  in  Work-Study 
Youth  Program  see  §  957  below. 

923.  Work  by  a  student  nurse  for  a  hospital  or  nurses'  training 
school  is  excluded  from  social  security  coverage  if  the  student  is 
enrolled  and  regularly  attending  classes  in  a  nurses'  training  school 
which  is  chartered  or  approved  under  State  law. 

This  work  is  excluded  from  coverage  even  though  the  work  of 
other  employees  of  the  hospital  or  nurses'  training  school  is  covered 
by  social  security.   (But  see  §  1005.) 

924.  Service  as  an  iniern  for  a  hospital  is  covered  by  social 
security,  beginning  January  1,  1966,  as  follows: 

A.  If  performed  for  a  privately  owned  and  operated  hospital 
exempt  from  income  tax  by  Sec.  501  (c)  (3)  of  the  Internal 
Revenue  Code,  coverage  is  on  the  same  basis  as  for  other 
employees  of  the  hospital.   (See  §  931  below.) 

B.  If  performed  for  a  privately  owned  and  operated  hospital,  not 
tax-exempt  as  under  (A),  coverage  is  compulsory. 

C.  If  performed  for  a  Federal  hospital,  determinations  regard- 
ing services  of  interns  and  amounts  of  remuneration  con- 
stituting covered  wages  will  be  made  by  the  "head"  of  the 
appropriate  Federal  agency  or  instrumentality.  See  §  951 
below. 

D.  If  performed  for  a  State  or  local  government  hospital,  cover- 
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age  depends  on  ^vhether  the  position  is  in  a  group  covered 
under  the  Federal-State  agreement. 

Services  of  an  intern  (upon  completion  of  a  4-year  course  in 
medical  school  chartered  or  approved  under  State  law)  for  a  pri- 
vately owned  and  operated  hospital  were  excluded  from  coverage 
prior  to  1966.  The  services  of  a  physician  employed  as  a  resident 
or  resident  in  training  in  a  privately  owned  and  operated  hospital 
were  not  so  excluded. 

Prior  to  January  1,  1966,  services  performed  by  an  intern  for  a 
State  or  local  government  hospital  in  a  position  included  in  a  group 
covered  under  the  State's  agreement,  could  be  excluded  as  services 
of  a  student  if,  with  respect  to  that  coverage  group,  the  State  exer- 
cised its  option  to  exclude  student  services.   (See  §  1005.) 

For  the  status  of  services  performed  by  an  exchange  visitor  as  an 
intern,  see  §  949  below. 

925.  Employment  not  in  the  course  of  the  employer's  trade  or 
BUSINESS  is  covered  by  social  security  beginning  with  1951.  Only 
cash  pay  (as  defined  in  §  1303)  for  this  type  of  work  may  be  counted 
for  social  security  and  only  if  the  cash-pay  test  is  met. 

A.  The  "cash-pay"  test,  beginning  with  1933 ,  is  met  if  the  em- 
ployee is  paid  at  least  $50  in  cash  in  the  calendar  quarter  for 
nonbusiness  work. 

B.  The  "cash-pay"  test  for  1931  through  1934  was  met  if: 

1 .  The  employee  was  paid  at  least  $50  in  cash  in  the  calendar 
quarter  by  the  employer  for  nonbusiness  work;  and 

2.  The  employee  performed  some  of  this  type  of  work  for 
this  employer  on  at  least  24  days  in  the  calendar  quarter 
in  which  the  wages  were  paid  or  in  the  preceding  quarter. 

Each  calendar  quarter  in  a  year  is  considered  separately  in  deter- 
mining whether  the  cash  pay  can  be  counted  for  social  security 
purposes.  Therefore,  the  fact  that  the  cash-pay  test  is  met  in  one 
calendar  quarter  does  not  mean  that  cash  pay  of  less  than  $50  paid 
in  another  calendar  quarter  in  the  year  can  be  counted  for  social 
security. 

Where  the  employee  performs  nonbusiness  work  for  more  than 
one  employer,  the  cash-pay  test  is  applied  individually  to  the  cash 
pay  from  each  employer.  The  cash  payments  for  a  calendar  quarter 
from  various  employers  cannot  be  combined  to  meet  the  cash-pay 
test. 

Nonbusiness  ivork  on  a  farm  operated  for  profit  is  considered  to 
be  agricultural  labor,  and  the  agricultural  labor  cash  pay  or  Avork  test 
must  be  met  before  the  cash  wages  can  be  counted  for  social  security. 
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926.  Work  not  in  the  course  of  an  employer's  trade  or  business 
MEANS  any  type  of  work  that  does  not  promote  or  advance  the  busi- 
ness of  the  employer;  for  example,  work  performed  in  connection 
with  the  employer's  hobby  or  recreational  activities  or  work  as  an 
employee  in  repairing  the  employer's  private  home.  Employment 
for  a  corporation  can  never  be  considered  as  work  not  in  the  course 
of  the  employer's  trade  or  business. 

927.  Most  family  employment  is  not  covered  by  social  security. 
Family  employment  is  any  work  performed  by: 

A.  A  child  under  2 1  years  of  age,  in  the  employ  of  his  father  or 
mother. 

B.  A  man  in  the  employ  of  his  wife. 

C.  A  woman  in  the  employ  of  her  husband. 

D.  A  parent  in  the  employ  of  his  son  or  daughter.  However, 
beginning  1/1/61,  work  by  a  parent  in  the  employ  of  his  son 
or  daughter  is  covered  for  social  security,  unless  it  is: 

1.  Domestic  service  in  or  about  the  private  home  of  the  son 
or  daughter;  or 

2.  Service  not  in  the  course  of  the  son's  or  daughter's  trade 
or  business. 

Foster  and  steprelationships,  as  well  as  natural  and  adoptive  re- 
lationships are  included  in  the  terms  "child,"  "parent,"  "son,"  or 
"daughter,"  etc.  Steprelationships  are  considered  to  continue  after 
the  death  of  the  natural  parent  for  social  security  coverage  purposes. 

//,  in  a  community  property  State,  husband  and  wife  work  in  the 
same  business,  but  they  are  not  in  partnership.  State  law  is  applied 
in  determining  whether  the  husband  or  wife  is  the  owner  of  the 
business  (and  thus  the  "employer"  for  purposes  of  this  exclusion 
from  coverage).  If  they  have  joined  in  a  partnership,  they  are  both 
considered  to  be  the  owners,  and  the  rule  in  (B)  of  the  following 
section  applies. 

928.  The  family  employment  exclusion  does  not  apply  to 
WORK  performed  for: 

A.  A  corporation  or  an  association  classifiable  as  a  corporation, 
even  though  the  relationship  set  out  in  §  927  (A),  (B),  (C), 
or  (D)  exists  between  the  employee  and  the  person  or  per- 
sons controlling  the  corporation;  or 

B.  A  partnership,  unless  the  relationship  in  §  927  (A)  exists 
between  the  employee  and  each  of  the  partners. 
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929.  Delivering  or  distributing  newspapers  or  shopping  news 
is  excluded  from  social  security  coverage  if: 

A.  The  work  is  done  by  an  employee;  and 

B.  The  employee  is  under  age  18;  and 

C.  The  material  is  delivered  or  distributed  to  the  ultimate  con- 
sumer and  not  to  a  point  from  which  later  distribution  or  de- 
livery is  to  be  made. 

"Newspapers  or  shopping  news"  also  includes  shopping  guides, 
handbills,  and  other  types  of  advertising  material. 

"Delivery  or  distribution"  means  retail  sale,  house  to  house  de- 
livery, or  the  passing  out  of  handbills  on  the  street. 

This  coverage  exclusion  does  not  apply  to  the  delivery  or  dis- 
tribution of  magazines. 

930.  The  selling  of  newspapers  or  magazines  by  an  employee 
IS  excluded  from  social  security  coverage  if: 

A.  The  employee  is  imder  age  18;  and 

B.  The  magazines  or  newspapers  are  sold: 

1.  To  the  ultimate  consumer;  and 

2.  At  an  arranged  fixed  price;  and 

C.  The  employee's  pay  is  the  difference  between  the  fixed  sell- 
ing price  and  the  amount  at  which  they  are  charged  to  him 
whether  or  not: 

1.  He  is  guaranteed  a  minimum  wage  for  his  services;  or 

2.  He  is  entitled  to  be  credited  with  any  unsold  newspapers 
or  magazines  he  turns  back. 

//  the  employee  is  age  18  or  over,  his  work  is  covered  by  social 
security  as  "self-employment"  under  a  special  provision  of  the  law. 

//  a  person  under  age  18  performs  his  work  in  an  independent 
capacity  and  not  as  an  employee,  his  work  may  be  covered  by  social 
security  as  self-employment. 

931.  Work  performed  for  a  nonprofit  religious,  charitable, 
educational,  or  other  organization  exempt  from  income  tax  un- 
der §  501  (a)  of  the  Internal  Revenue  Code  of  1954  as  an  orgLiniza- 
tion  of  the  type  described  in  §  501  (c)  (3)  of  the  Code  is  not  covered 
by  social  security  unless  the  organization  waives  its  exemption  from 
the  employment  tax  by  filing  a  waiver  certificate  (Form  SS-15)  with 
the  District  Director  of  Internal  Revenue,  certifying  that  it  desires 
to  have  coverage  extended  to  the  services  performed  by  its  em- 
ployees. 

167 


Where  the  waiver  certificate  was  filed  before  9/14/60,  the  or- 
ganization must  have  certified  that  at  least  two-thirds  of  its  em- 
ployees concurred  in  the  filing  of  the  certificate;  where  filed  after 
9/13/60,  none  of  its  employees  has  to  concur.  The  waiver  certificate 
must  be  accompanied  by  a  "List  of  Concurring  Employees"  (Form 
SS-15a),  containing  the  signature,  address,  and  social  security  ac- 
count number  of  each  employee  who  concurred.  If  there  were  no 
concurring  employees  (in  the  case  of  a  certificate  filed  after  9/13/60) 
the  form  must  be  noted  "No  concurring  employees." 

932.  Filing  of  the  waiver  certificate  results  in  the  coverage  of: 

A.  Persons  who  become  employees  of  the  organization  after  the 
calendar  quarter  in  which  it  was  filed;  and 

B.  Persons  already  on  the  payroll  in  that  calendar  quarter,  or 
former  employees  who  had  been  on  the  payroll  at  any  time 
between  the  effective  coverage  date  of  the  certificate  and  the 
date  it  was  actually  filed,  provided  the  organization  shows  that 
they  have  concurred  in  the  filing  of  the  certificate,  by  sub- 
mitting their  signatures  on  Form  SS-15a  (or  SS-15a  Supple- 
ment) to  the  District  Director  of  Internal  Revenue,  within 
the  appropriate  periods  specified  in  §  938  below. 

An  effective  coverage  date  may  be  a  date  established  by  the  filing 
of  Form  SS-15b  (Certificate  for  Retroactive  Coverage)  by  an  organi- 
zation to  amend  the  original  effective  date  of  its  waiver  certificate. 
Form  SS-15b  may  be  filed  for  retroactive  coverage  up  to  5  years 
prior  to  the  calendar  quarter  in  which  it  is  filed.  See  §  939  for  per- 
sons covered  by  amendment  to  original  certificate. 

933.  Work  performed  by  employees  included  under  §  932  (A)  or 
(B)  above  is  covered  by  social  security  provided  that  the  remunera- 
tion for  the  employee's  work  in  a  calendar  quarter  is  $50  or  more. 
If  the  remuneration  for  work  in  a  particular  calendar  quarter  is  less 
than  $50,  his  work  for  the  organization  in  that  calendar  quarter 
is  not  covered  by  social  security. 

934.  Work  performed  by  an  employee  whose  signature  is  not 
on  the  original  or  on  any  supplemental  list  of  concurring 
EMPLOYEES  and  who  was  hired  either  before  or  during  the  calendar 
quarter  in  which  the  certificate  is  filed  is  not  covered  by  social  se- 
curity unless  his  work  is  terminated  and  he  is  rehired  after  the  cal- 
endar quarter  in  which  the  certificate  is  filed. 
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935.  Supplemental  llsts  of  concurring  employees  may  be  filed 
BY  the  organization  WITHIN  24  MONTHS  after  the  calendar  quarter 
in  which  the  original  certificate  is  filed.  A  supplemental  list  will 
secure  social  security  coverage  for  all  who  sign  it  effective  with: 

A.  The  day  the  certificate  was  effective  if  the  supplemental  list 
is  filed  before  the  end  of  the  first  month  following  the  calen- 
dar quarter  in  which  the  certificate  \vas  filed;  or 

B.  The  first  day  of  the  calendar  quarter  in  which  the  supple- 
mental list  is  filed  if  it  is  filed  later  than  one  month  after  the 
calendar  quarter  in  which  the  certificate  was  filed. 

936.  Employees  of  nonprofit  religious,  charitable,  etc.,  or- 
ganizations WHO  ARE  IN  positions  COVERED  BY  A  PENSION,  ANNUITY, 
retirement,  or  SIMILAR  FUND  OR  SYSTEM  ESTABLISHED  BY  A  STATE  OR 

A  POLITICAL  SUBDIVISION  OF  A  STATE  and  are  members  of  the  fund  or 
system  or  are  eligible  to  become  members  of  it  are  grouped  sepa- 
rately for  the  purpose  of  obtaining  coverage  by  the  filing  of  a 
waiver  certificate.  All  other  employees  of  the  nonprofit  organization 
are  treated  as  a  separate  group  for  the  purpose  of  obtaining  cover- 
age by  the  filing  of  a  waiver  certificate.  The  organization  may  file 
a  waiver  certificate  for  either  one  or  both  of  the  groups.  If  it  wants 
coverage  for  both  groups,  it  must  file  a  separate  waiver  certificate 
for  each  group. 

Prior  to  September  14,  1960,  only  the  employees  who  fell  within  a 
particular  group  were  counted  in  determining  if  at  least  two-thirds 
of  the  employees  in  that  group  concurred  in  the  filing  of  the  waiver 
certificate.  After  September  \?>,  1960,  the  organization  may  file  a 
waiver  certificate  for  employees  in  one  or  both  groups  without  the 
concurrence  of  any  of  the  employees  in  the  group  for  which  the 
certificate  is  filed. 

937.  The  work  of  certain  employees  of  the  nonprofit  organi- 
zation CANNOT  BE  COVERED  luidcr  social  security  by  the  filing  of  a 
waiver  certificate.  The  work  which  cannot  be  covered  is  that  which 
is  specifically  excluded  from  coverage  as  employment  by  the  social 
security  law.  For  example,  the  work  of  an  ordained,  commissioned, 
or  licensed  minister  in  the  exercise  of  his  ministry;  service  per- 
formed by  a  student  for  a  university  in  which  he  is  regularly  en- 
rolled and  attending  classes;  etc. 

938.  Social  security  coverage  begins  with  any  one  of  the  follow- 
ing points,  as  specified  by  the  organization: 
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A.  Certificate  Filed  After  7 /BO/ 65. —The  organization  may  desig- 
nate the  certificate  to  be  effective  beginning  with  any  one  of 
the  following  dates: 

1.  The  first  day  of  the  calendar  quarter  in  which  the  cer- 
tificate is  filed;  or 

2.  The  first  day  of  the  calendar  quarter  following  the  quarter 
in  which  the  certificate  is  filed;  or 

3.  The  first  day  of  any  calendar  quarter  before  the  quarter 
in  which  the  certificate  is  filed,  but  not  earlier  than  the 
first  day  of  the  twentieth  calendar  quarter  before  the 
quarter  in  which  the  certificate  is  filed. 

B.  Certificate  Filed  After  1959  and  Before  7 131 165. -The  or- 
ganization could  designate  the  certificate  to  be  effective  be- 
ginning with  any  one  of  the  following  dates: 

1.  The  first  day  of  the  calendar  quarter  in  which  the  cer- 
tificate was  filed;  or 

2.  The  first  day  of  the  calendar  quarter  following  the  quarter 
in  which  the  certificate  was  filed;  or 

3.  The  first  day  of  any  calendar  quarter  before  the  quarter 
in  which  the  certificate  was  filed,  but  not  earlier  than  the 
first  day  of  the  fourth  calendar  quarter  before  the  quarter 
in  which  the  certificate  was  filed. 

C.  Certificate  Filed  After  8/28/58  and  Before  1960.-The  or- 
ganization could  designate  the  certificate  to  be  effective  be- 
ginning with  any  one  of  the  following  dates: 

1.  The  first  day  of  the  calendar  quarter  in  which  the  cer- 
tificate was  filed; 

2.  The  first  day  of  the  calendar  quarter  following  the  cal- 
endar quarter  in  which  the  certificate  was  filed;  or 

3.  The  first  day  of  any  calendar  quarter  before  the  calendar 
quarter  in  which  the  certificate  was  filed,  but  not  before 
1956. 

D.  Certificate  Filed  After  1955  and  Before  8/29/58.-The  or- 
ganization could  have  filed  a  request  with  the  District  Di- 
rector of  Internal  Revenue  at  any  time  before  1/1/60  to 
have  its  certificate  made  effective  beginning  with  the  first  day 
of  any  calendar  quarter  preceding  the  quarter  in  which  the 
certificate  was  filed,  but  not  before  1956. 

The  certificate  ^vas  retroactive  only  for  those  employees,  or 
former  employees,  who  signed  the  original  list  of  concurring 
employees  or  a  supplemental  list  filed  before  8/29/58  and 
who  concurred  in  the  request  for  retroactive  coverage. 
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939.  A  WAIVER  CERTIFICATE  (PORNf  .SS-15)  FILED  BY  AN  ORGANIZA- 
TION BEFORE  1966  MAY  BE  AMENDED  to  make  it  effective  for  a  date 
earlier  than  the  oripfinal  effective  date,  provided  the  organization 
files  a  Form  SS-15b  (Certificate  for  Retroactive  Coverage)  before 
1/1/67.  The  Form  SS-15b  may  be  made  effective  with  the  first  day 
of  any  calendar  quarter  before  the  calendar  quarter  in  which  the 
waiver  certificate  originally  became  effective,  but  no  earlier  than 
the  first  day  of  the  twentieth  calendar  quarter  before  the  quarter  in 
which  the  Form  SS-15b  is  filed. 

The  amended  certificate  (Form  SS-15b)  is  effective  only  with 
respect  to  the  services  of  those  individuals  who  concurred  in  the 
filing  of  the  original  waiver  certificate  by  signing  a  list  (Form 
SS-15a  or  Form  SS-15a  Supplement)  and  who  sign  the  Form  SS-15b. 

940.  Social  security  credit  can  be  given  for  earnings  errone- 
ously REPORTED  for  an  employee  by  a  nonprofit  educational,  re- 
ligious, etc.,  organization  exempt  from  income  tax  as  an  organization 
described  in  section  501  (c)  (3)  of  the  Internal  Revenue  Code  for 
any  calendar  quarter  during  the  period  beginning  with  the  effective 
date  of  the  organization's  waiver  certificate  through  the  last  day 
of  the  calendar  quarter  immediately  preceding  the  calendar  quarter 
in  which  the  waiver  certificate  was  filed. 

To  secure  credit  for  this  remuneration,  the  employee  (or  a 
fiduciary  acting  for  him  or  his  estate,  or  any  one  of  the  following 
individuals  who  survive  him:  spouse,  surviving  divorced  wife,  child, 
or  parent)  must  file  a  request  at  a  social  security  district  office  that 
such  earnings  be  deemed  to  be  remuneration  for  covered  employ- 
ment. This  requirement  must  be  met  in  addition  to  the  require- 
ments in  either  (A)  or  (B)  below: 

A.    In  the  case  of  an  employee  whose  employment  ended  before 
the  organization  filed  its  waiver  certificate: 

1.  He  must  have  performed  some  work  for  the  organization 
and  been  paid  for  such  work  before  the  first  day  of  the 
calendar  quarter  in  which  the  organization  filed  its  waiver 
certificate;  and 

2.  His  work  would  have  been  covered  if  he  had  signed  the 
organization's  Form  SS-15a  or  Form  SS-15a  Supplement 

(List  of  Concurring  Employees);  and 

3.  The  organization  paid  employment  taxes  on  at  least  a 
part  of  the  pay  he  received  for  such  services  on  or  before 
the  due  date  of  the  tax  return  for  the  calendar  quarter 
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immediately  preceding  the  calendar  quarter  in  which  the 
organization  filed  a  waiver  certificate;  and 

4.  The  organization  filed  a  waiver  certificate  on  or  before 
the  date  the  request  is  filed  and  the  certificate  is  effective 
for  the  period  for  which  the  request  applies;  and 

5.  Any  refund  or  credit  of  the  employment  taxes  paid  before 
the  due  date  of  the  tax  return  for  the  calendar  quarter 
immediately  preceding  the  calendar  quarter  in  which  the 
organization  filed  its  waiver  certificate  on  the  employee's 
earnings,  other  than  a  refund  or  credit  which  would  be 
allowed  if  his  services  had  been  covered,  is  repaid  (in- 
cluding any  interest)  on  or  before  12/31/67,  or,  if  later, 
before  the  first  day  of  the  third  year  after  the  year  in  which 
the  organization  filed  its  waiver  certificate. 

B.  In  the  case  of  an  employee  who  was  working  for  the  organi- 
zation when  it  filed  a  waiver  certificate  (the  waiver  certificate 
is  considered  to  have  been  filed  on  7/30/65  for  purposes  of 
allowing  social  security  credit  for  earnings  erroneously 
reported): 

1.  He  must  have  performed  some  work  for  the  organization 
and  been  paid  for  such  work  before  7/30/65; 

2.  His  work  would  have  been  covered  if  the  organization  had 
filed  a  waiver  certificate  (Form  SS-15)  before  7/30/65  and 
the  certificate  is  effective  for  the  period  for  which  the 
request  is  filed; 

3.  His  work  would  have  been  covered  if  he  had  signed  the 
Form  SS-15a  or  Form  SS-15a  Supplement  filed  by  the 
organization  in  time  to  cover  his  services  in  the  period  for 
which  the  request  is  filed; 

4.  He  had  signed  a  Form  SS-15a  or  Form  SS-15a  Supple- 
ment filed  before  7/30/65  by  the  organization,  or  he  had 
filed  a  request  pursuant  to  sectjon  105  (b)  of  the  Social 
Security  Amendments  of  1960  that  earnings  erroneously 
reported  for  him  by  the  organization  before  7/1/60  be 
deemed  to  be  remuneration  for  covered  employment,  but 
the  form  or  request  was  not  effective  with  respect  to  the 
earnings  erroneously  reported  for  all  periods  from  the 
effective  date  of  the  organization's  waiver  certificate  to 
7/30/65; 

5.  The  organization  paid  employment  taxes  on  or  before 
the  due  date  of  the  tax  return  for  the  calendar  quarter  end- 
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ing  6/30/65,  on  at  least  a  part  of  the  pay  the  employee 
received  for  such  services;  and 
6.    Any  refund  or  credit  of  the  employment  taxes  paid  before 
the  due  date  of  the  tax  return  for  the  calendar  quarter 
ending  6/30/65  on  the  employee's  earnings,  other  than 
a  refund  or  credit  which  would  be  allowed  if  his  services 
had  been  covered,  is  repaid    (including  any  interest)  on 
or  before  12/31/67. 
The  request  should  be  accompanied  by  a  statement  of  the  or- 
ganization indicating  that  these  requirements  have  been  met. 

941.  Work  for  a  nonprofit  organization  exempt  from  income 
TAX  under  §  501  (a)  or  §  521  of  the  Internal  Revenue  Code  of  1954, 
except  religious,  charitable,  scientific,  literary,  and  educational 
organizations,  organizations  testing  for  public  safety,  and  com- 
mimity  chests  of  the  type  described  in  §  501  (c)  (3)  of  the  1954  Code 
is  covered  unless: 

A.  The  pay  for  the  work  is  less  than  $50  for  a  calendar  quarter;  or 

B.  The  work  is  excluded  by  some  other  provision  of  the  Social 
Security  Act. 

942.  The  employment  of  ministers  and  members  of  religious 
orders  is  excluded  from  social  security  coverage  if: 

A.  The  service  is  performed  by: 

1.  An  ordained,   licensed,   or  commissioned   minister  of  a 
church  in  the  exercise  of  his  ministry;  or 

2.  A  member  of  a  religious  order  in  the  exercise  of  duties 
required  by  the  order;  and 

B.  The  minister  or  member  of  a  religious  order  has  not  elected 
to  have  this  employment  covered  as  "self-employment."  (See 
§  1130  for  an  explanation  of  this  election  of  coverage.) 

943.  Employment  which  is  not  in  the  "exercise  of  the  ministry 
OR  DUTIES  REQUIRED  BY  A  RELIGIOUS  ORDER"  is  covcred  by  social  se- 
curity, or  excluded  on  the  same  basis  as  the  employment  of  any 
other  employee. 

944.  A   MINISTER   IS   "ordained,    COMMISSIONED,   OR   LICENSED"    if  he 

has  been  vested  with  ministerial  status  in  accordance  with  the  pro- 
cedure followed  by  the  particular  church  denomination;  however, 
he  does  not  have  to  be  connected  \vith  a  congregation.  Ministerial 
authority  continues  until  revoked  by  the  church. 
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Where  a  church  or  church  denomination  has  an  ordination  pro- 
cedure, the  commissioning  or  licensing  of  an  individual  as  a  minister 
of  the  church  does  not  give  him  the  status  of  a  commissioned  or 
licensed  minister  for  social  security  purposes  unless  such  commis- 
sioning or  licensing  establishes  a  status  that  is  the  equivalent  of 
ordination  and  is  so  recognized  by  the  church. 

945.  The  term  "exercise  of  the  ministry"  includes: 

A.  The  conduct  of  religious  worship  and  the  ministration  of 
sacerdotal  functions. 

B.  Service  performed  in  the  control,  conduct,  and  maintenance 
of: 

1.  A  religious  organization  under  the  authority  of  a  religious 
body  constituting  a  church  or  church  denomination;  or 

2.  An  organization  operated  as  an  integral  agency  of  such 
a  religious  organization  or  of  a  church  or  church 
denomination. 

C.  Service  performed  for  any  organization  under  an  assignment 
or  designation  by  a  church.  (This  does  not  include  cases  in 
which  a  church  merely  helps  a  minister  by  recommending  him 
for  a  position  involving  nonministerial  services  for  an  or- 
ganization not  connected  with  the  church.) 

D.  Missionary  service  or  administrative  work  in  the  employ  of 
a  missionary  organization. 

Control,  conduct,  and  maintenance  of  an  organization  does  not 
include  services  such  as  operating  an  elevator,  or  being  a  janitor  but 
refers  to  services  performed  in  the  directing,  management,  or  pro- 
motion of  the  activities  of  the  organization. 

946.  Employment  of  fishermen  and  crabbers  is  now  covered  by 
social  security;  however,  before  1955  this  employment  was  excluded 
from  coverage  unless: 

A.  Performed  in  connection  with  catching  or  taking  of  salmon 
or  halibut  for  commercial  purposes;  or 

B.  Performed  on  or  in  connection  with  a  vessel  of  more  than  10 
tons  net. 

947.  Services  performed  in  the  employ  of  a  foreign  govern- 
ment or  of  an  international  organization  are  excluded  from  em- 
ployment. The  same  rule  applies  to  work  for  a  wholly  owned  instru- 
mentality of  a  foreign  government  which  exempts  similar  services 
if  performed  in  that  country  by  U.S.  employees.  (See  §  948  for  treat- 
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ment  of  income  derived  by  U.S.  citizens  working  in  U.S.  for  foreign 
governments,  international  organizations,  etc.) 

948.  Income  derived  by  u.s.  citizens  working  within  the  u.s.  as 
EMPLOYEES  OF  FOREIGN  GOVERNMENTS,  of  their  wholly  owned  instru- 
mentalities under  certain  conditions,  or  of  international  organiza- 
tions, is  included  as  earnings  from  self-employment  beginning  with 
taxable  years  ending  on  or  after  12/31/60.  (For  taxable  years  ending 
before  12/31/60,  income  from  these  types  of  work  was  not  covered 
either  as  wages  for  employment  or  as  earnings  from  self-employ- 
ment.) 

949.  Services  performed  by  nonresident  aliens  temporarily 
admitted  to  the  U.S.  under  sections  101  (a)  (15)  (F)  and  (J)  of  the 
Immigration  and  Nationality  Act,  as  amended,  are  excepted  from 
employment  if  they  are  performed  to  carry  out  the  purposes  for 
which  such  persons  were  admitted  to  this  country.  These  persons 
may  include: 

A.  Bona  fide  students  admitted  to  pursue  a  course  of  study  at  an 
established  school  or  other  recognized  place  of  study  approved 
by  the  Attorney  General;  or 

B.  Bona  fide  students,  scholars,  trainees,  teachers,  research  as- 
sistants, or  specialists,  admitted  to  participate  in  a  program 
designated  by  the  Secretary  of  State  for  the  purpose  of  teach- 
ing, consulting,  demonstrating  special  skills,  or  receiving 
training. 

Services  performed  by  the  student  or  exchange  visitor  other  than 
those  performed  in  connection  with  the  purposes  for  which  he  was 
admitted  are  not  excluded  by  this  provision,  nor  are  services  per- 
formed by  his  spouse  or  children. 

950.  Employment  for  a  communist  action  organization  is  ex- 
cluded from  social  security  coverage  beginning  with  the  first  day  of 
the  calendar  quarter  in  which: 

A.  An  order  of  the  Subversive  Activities  Control  Board,  requir- 
ing the  organization  to  register  under  the  Internal  Security 
Act  of  1950,  as  amended,  becomes  final;  or 

B.  The  organization  registers  under  the  Internal  Security  Act 
of  1950,  as  amended. 

The  same  exclusion  applies  by  the  terms  of  the  Social  Security 
Act  to  employment  for  communist-front  and  communist-infiltrated 
organizations. 
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951.    Employment  by  a  civilian  for  the  u.s.  government  or  its 
instrumentalities  is  excluded  from  social  security  coverage  if: 

A.  The  employment  comes  under  a  retirement  system  estab- 
lished by  a  law  of  the  U.S.  A  retirement  system  established  by  a 
law  of  the  U.S.  includes: 

1.  The  Civil  Service  Retirement  System;  or 

2.  Retirement  systems  covering  civilian  teachers  at  the  U.S. 
Naval  Academy;  or 

3.  Board  of  Governors  of  the  Federal  Reserve  System;  or 

4.  Justices  of  the  Supreme  Court  and  certain  other  Federal 
courts;  or 

5.  Foreign  service  officers;  or 

6.  Employees  of  the  examining  Division  of  the  Office  of  the 
Comptroller  of  the  Currency. 

B.  The  service  is  performed  for  an  instrumentality  of  the  U.S, 
which  was  exempt  from  social  security  tax  on  12/31/50  and 
the  service  is  covered  by  a  retirement  system  established  by 
the  instrumentality,  except  that  this  exclusion  from  social 
security  coverage  does  not  apply  to  service  performed: 

I.  In  the  employ  of  a  corporation  which  is  wholly  owned  by 
the  U.S. 

2.  In  the  employ  of  a  Federal  land  bank  association,  a  pro- 
duction credit  association,  a  Federal  Reserve  Bank,  a  Fed- 
eral Home  Loan  Bank,  or  a  Federal  Credit  Union  and, 
beginning  1/1/60,  in  the  employ  of  a  Federal  land  bank, 
a  Federal  intermediate  credit  bank,  or  a  bank  for  coopera- 
tives, 

3.  In  the  employ  of  a  State,  community  or,  before  7/10/60, 
of  a  county  committee  under  the  Commodity  Stabiliza- 
tion Service, 

4.  By  a  civilian  employee,  not  compensated  from  funds  ap- 
propriated by  the  Congress,  in  activities  conducted  by  an 
instrumentality  of  the  U.S.  subject  to  the  jurisdiction  of 
the  Secretary  of  Defense  or  the  Secretary  of  the  Treasury 
at  installations  intended  for  the  comfort,  pleasure,  con- 
tentment, and  mental  and  physical  improvement  of  per- 
sonnel of  these  Departments,  such  as: 

Army  and  Air  Force  Exchange  Service 
Army  and  Air  Force  Motion  Picture  Service 
Coast  Guard  Exchanges 


Navy  Ships'  Service  Stores 
Marine  Corps  Post  Exchanges. 
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5.    In  the  employ  of  the  Tennessee  Valley  Authority. 

The  head  of  the  Federal  agency  or  wholly  oivned  U.S.  in- 
strumentality (or  his  designated  agents)  determines  whether, 
in  accordance  with  the  social  security  law,  an  employee's 
work  is  covered  by  social  security  and  the  amount  of  wages 
paid  to  him  for  the  period  of  work  covered  by  social  security. 
C.    The  employment  is  performed: 

1.  By  the  President  of  the  U.S.,  or  the  Vice  President  of  the 
U.S.;  or 

2.  By  a  Member  of  the  U.S.  Congress  or  a  delegate  to  Con- 
gress, or  by  a  resident  commissioner;  or 

3.  By  legislative  employees;  or 

4.  By  an  individual  to  whom  the  Civil  Service  Retirement 
Act  does  not  apply  because  he  is  subject  to  another  re- 
tirement system;  or 

5.  By  employees  serving  on  a  temporary  basis  in  case  of  fire, 
storm,  earthquake,  flood,  or  other  similar  emergency;  or 

6.  By  an  inmate  in  a  penal  institution  of  the  U.S.;  or 

7.  By  student  employees  of  Federal  hospitals  (i.e.,  student 
nurses,  dietitians,  or  physical  or  occupational  therapists). 

Beginning  1/1/66,  the  services  of  medical  and  dental 
residents  in  training  and  interns  in  Federal  hospitals  (ex- 
cluded before  1966)  are  no  longer  excluded.  Questions 
regarding  such  services,  however,  e.g.,  whether  the  in- 
dividual has  performed  services,  the  periods  of  service, 
the  amounts  of  remuneration  for  such  service  which  con- 
stitute wages,  or  the  periods  in  which  or  for  which  such 
wages  are  paid  shall  be  determined  by  the  "head"  of  the 
appropriate  Federal  agency  or  instrumentality. 

952.  Employment  for  the  district  of  Columbia  and  its  wholly- 
owned  instrumentalities,  including  employment  as  a  substitute 
teacher  in  the  District  school  system,  is  covered  under  social  security 
beginning  10/1/65,  unless: 

A.  The  employment  is  covered  under  a  retirement  system  estab- 
lished by  a  law  of  the  U.S.;  or 

B.  The  services  are  performed  by  the  following  categories  of 
specifically  excluded  persons: 

1.  Patients  or  inmates  of  District  of  Columbia  hospitals  and 
penal  institutions; 

2.  Student  employees  of  District  of  Columbia  hospitals  (in- 
cluding student  nurses,  dietitians,  and  physical  or  occu- 
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pational    therapists   but   not   medical   or  dental   interns 
or  residents  in  training); 

3.  Employees  serving  on  a  temporary  basis  in  case  of  fire, 
storm,  snow,  earthquake,  flood,  or  other  similar  emer- 
gency; or 

4.  Members  of  boards,  committees,  or  councils  of  the  Dis- 
trict of  Columbia  paid  on  a  per  diem,  meeting,  or  other 
fee  basis. 

953.  Volunteers  or  volunteer  leaders  in  the  peace  corps  who 
are  citizens  or  nationals  of  the  U.S.  are  covered  by  social  security 
if  enrolled  in  the  Corps  on  or  after  9/22/61,  or  if  they  had  been  en- 
gaged on  that  date  by  contract  with  the  Peace  Corps  Agency  estab- 
lished by  Executive  Order  No.  10924,  dated  3/1/61. 

954.  Corps  members  or  enrollees  in  the  youth  programs  of 
THE  economic  OPPORTUNITY  ACT  OF  1964— Job  Corps,  Neighborhood 
Youth  Corps,  and  Work-Study  programs— may  be  covered  by 
social  security.  They  may  be  covered  as  Federal  employees,  as  State 
and  local  government  employees,  or  as  employees  of  private  non- 
profit organizations,  depending  upon  the  particular  program  and 
the  identity  of  the  employer  for  whom  their  services  are  performed. 

955.  Job  corps  enrollees  are  deemed  to  be  employees  of  the  Fed- 
eral Government  for  social  security  purposes.  The  Director  of  the 
Office  of  Economic  Opportunity  (or  his  designated  agent)  shall 
make  determinations  of  questions  regarding  performance  of  serv- 
ice by  the  enrollee,  period  of  service,  remuneration  for  service  which 
constitutes  wages,  and  periods  in  which  or  for  which  such  wages 
are  paid. 

956.  Enrollees  in  the  neighborhood  youth  corps— work-train- 
ing PROGRAMS— may  have  the  status  of  State  and  local  government 
employees  if  their  services  are  performed  for  a  State  or  local  govern- 
ment with  respect  to  publicly  owned  and  operated  facilities  or  proj- 
ects; or,  if  they  are  employed  on  local  projects  by  private,  nonprofit 
organizations,  they  may  be  covered  as  employees  of  nonprofit 
organizations. 

957.  Students  enrolled  in  the  work-study  program  may  have  the 
status  either  of  State  and  local  government  employees,  or  employees 
of  nonprofit  organizations,  depending  on  the  identity  of  the  em- 
ployer for  whom  their  services  are  performed. 

If  the  student's  services  are  being  performed  for  a  State  or  local 
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government  agency,  they  may  be  covered  under  the  agreement  with 
the  State  if  that  State  does  not  expressly  exclude  service  performed 
by  a  student.  (See  §  1005.) 

958.  Volunteers  in  service  to  America  recruited  under  the 
VISTA  program,  to  perform  duties  under  the  Economic  Opportunity 
Act,  may  be  covered  as  employees  for  social  security  purposes.  Their 
status  as  employees  depends  upon  whether  the  volunteers  are  m 
training,  on  assignment,  or  on  referral,  as  follows: 

A.    Volunteers  have  status  as  Federal  employees: 

1.  While  in  training. 

2.  If  after  training  they  are  assigned  by  the  Director  of  the 
Office  of  Economic  Opportunity  to  work,  e.g.: 

a.  In  meeting  health,  educational,  and  welfare  needs  of 
Indians  on  reservations,  migrant  workers  and  their 
families,  or  residents  of  certain  areas  (District  of  Co- 
lumbia, Virgin  Islands,  Guam,  American  Samoa, 
Puerto  Rico,  Trust  Territory  of  the  Pacific  Islands);  or 

b.  In  the  care  and  rehabilitation  of  the  mentally  ill  or 
mentally  retarded  under  treatment  at  nonprofit  mental 
health  or  mental  retardation  facilities  assisted  in  their 
construction  or  operation  by  Federal  funds;  or 

c.  In  connection  with  programs  or  activities  authorized, 
supported,  or  of  a  character  eligible  for  assistance  un- 
der the  Economic  Opportunity  Act. 

Since  they  are  Federal  employees,  determinations  of  ques- 
tions regarding  the  performance  of  service,  periods  of  serv- 
ice, remuneration  for  service  which  constitutes  wages,  and 
periods  in  which  or  for  which  such  wages  are  paid  shall  be 
made  by  the  Director  of  the  Office  of  Economic  Opportunity. 
B.  Volunteers  may  be  referred  by  the  Director  of  the  Office  of 
Economic  Opportunity  to  assist  in  the  furtherance  of  ap- 
proved programs  to  combat  poverty  at  the  request  of  a  State 
or  local  government  entity  or  of  a  private  nonprofit  organiza- 
tion. Then,  coverage  of  their  services  as  employees  depends 
on  the  identity  of  the  employer  and  on  whether  the  conditions 
for  coverage  as  employees  of  a  private,  nonprofit  organization 
or  of  a  State  and  local  government  entity  have  been  met. 

959.  Members  of  the  uniformed  services  of  the  u.s.  are  covered 
by  social  security  beginning  1/1/57,  if  their  services  are  performed 
while  on  active  duty   (this  includes  active  duty  for  training).  This 
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employment  is  not  covered  by  social  security  during  any  period 
^vhen  the  individual  is  on  leave  without  pay  or  if  the  service  is 
creditable  under  the  Railroad  Retirement  Act  of  1937. 

Before  1957,  the  service  of  a  member  of  the  Armed  Forces  of  the 
U.S.  was  not  covered  by  social  security;  however,  he  may  be  given 
military  service  "wage  credits"  for  social  security  purposes  based 
on  this  service    (see  §§  964-970). 

960.    The  term  "member  of  a  uniformed  service"  means: 

A.  Any  one  appointed,  enlisted,  or  inducted  into  (or  a  retired 
member  of): 

1.  One  of  the  armed  services  without  specified  component; 
or 

2.  A  component  of  the  Army,  Navy,  Air  Force,  Marine  Corps, 
or  Coast  Guard,  including  any  of  the  following  Reserve 
components;  the  Army,  Navy,  Marine  Corps,  Air  Force, 
or  Coast  Guard  Reserve;  the  Reserve  Corps  of  the  Public 
Health  Service;  the  U.S.  National  Guard;  the  Air  National 
Guard  of  the  U.S.  and,  under  limited  circumstances,  the 
National  Guard  or  Air  National  Guard  of  the  States  or  the 
District  of  Columbia;  and 

B.  A  commissioned  officer  of  the  Coast  and  Geodetic  Survey  or 
the  Regular  or  Reserve  Corps  of  the  Public  Health  Service; 
and 

C.  Any  one  serving  in  the  Army  or  Air  Force  under  call  or  con- 
scription; and 

D.  A  member  of  the  Fleet  Reserve  or  Fleet  Marine  Corps  Re- 
serve; and 

E.  A  midshipman  at  the  U.S.  Naval  Academy,  and  a  cadet  at  the 
U.S.  Military,  Coast  Guard,  or  Air  Force  Academy;  and 

F.  A  member  of  the  Reserve  Officers'  Training  Corps  and  the 
Naval  or  Air  Force  Reserve  Officers'  Training  Corps,  when 
ordered  to  annual  training  duty  for  14  days  or  more,  and 
while  performing  authorized  travel  to  and  from  that  duty; 
and 

G.  Any  person  while  under  orders  and  at,  or  en  route  to  or  from, 
a  place  for  final  acceptance  in  or  for  entry  upon  active  mili- 
tary or  naval  service  and  who  had  been  ordered  or  directed 
to  proceed  to  such  place,  provided: 

1.  He  has  been  provisionally  accepted  for  duty;  or 

2.  He  has  been  selected  under  the  Universal  Military  Train- 
ing and  Service  Act. 
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The  term  does  not  include  a  temporary  member  of  the  Coast 
Guard  Reserve. 

961.  "Active  duty"  means  full-time  duty  (other  than  active  duty 
for  training)  by  a  member  of  the  uniformed  services  (as  defined  in 
§  960)  in  the  military  or  naval  service. 

962.  "Active  duty  for  training"  means: 

A.  Full-time  duty  performed  by  a  member  of  a  Reserve  compo- 
nent of  a  uniformed  service  in  the  active  military  or  naval 
service  of  the  U.S.  for  training  purposes; 

B.  Full-time  duty  as  a  commissioned  officer  of  the  Reserve  Corps 
of  the  Public  Health  Service  for  training  purposes; 

C.  Annual  training  duty  performed  for  a  period  of  14  days  or 
more  as  a  member  of  the  Reserve  Officers'  Training  Corps, 
the  Naval  Reserve  Officers'  Training  Corps,  or  the  Air  Force 
Reserve  Officers'  Training  Corps. 

The  term  also  includes  authorized  travel  to  and  from  any  duty 
or  service  described  above. 

963.  The  head  of  the  respective  service  department  deter- 
mines whether  and  when  a  member  of  that  service  has  performed 
services  creditable  for  social  security  purposes,  the  amount  of  his 
wages,  and  the  periods  for  which  the  wages  were  paid. 

964.  Before  1957,  military  service  with  the  armed  forces  of 
the  U.S.  was  excluded  from  social  security  coverage.  However,  for 
social  security  purposes,  wage  credits  of  $160  for  each  month  of  ac- 
tive military  or  naval  service  with  the  Armed  Forces  of  the  U.S. 
during  the  World  War  II  period  (9/16/40-7/24/47)  or  the  post- 
World  War  II  period  (7/25/47-12/31/56)  may  be  granted  to  a  vet- 
eran if: 

A.  He  was  discharged  or  released  from  active  service  under  con- 
ditions other  than  dishonorable  either: 

1.  After  active  service  of  90  days  or  more;  or 

2.  After  less  than  90  days  service  by  reason  of  a  disability  or 
injury  incurred  or  aggravated  in  service  in  the  line  of 
duty;  or 

B.  He  is  still  in  active  service;  or 

C.  He  died  while  in  the  active  military  or  naval  service  (unless 
his  death  was  inflicted  as  lawful  punishment  for  a  military  or 
naval  offense  by  other  than  an  enemy  of  the  U.S.)  , 
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The  $160  a  month  ivage  credits  for  military  service  are  not  ac- 
tually listed  on  the  veteran's  social  security  record.  When  benefits 
are  claimed  on  his  social  security  record,  the  wage  credits  are  then 
considered. 

965.  Military  or  naval  service  of  the  u.s.  means: 

A.  Service  as  a  member  of  a  Regular  or  Reserve  component  of 
the  U.S.  Army,  Air  Force,  Navy,  Coast  Guard,  or  Marine 
Corps;  or 

B.  Service  as  a  commissioned  officer  of  the  Public  Health  Service 
or  Coast  and  Geodetic  Survey;  or 

C.  Service  by  a  midshipman  at  the  U.S.  Naval  Academy  or  a 
cadet  at  the  U.S.  Military,  Air  Force,  or  Coast  Guard 
Academies. 

Military  wage  credits  are  not  granted  for  service  with  certain 
auxiliary  organizations  such  as:  The  Coast  Guard  Auxiliary;  the 
temporary  Coast  Guard  Reserve  (unless  service  was  full-time  duty 
with  pay  and  allowances);  Civilian  Auxiliary  to  the  Military  Police; 
and  the  Civil  Air  Patrol.  A  former  member  of  the  Women's  Army 
Auxiliary  Corps  may  get  military  wage  credits  for  her  service  in  that 
auxiliary  but  only  if  she  had  such  service  after  5/13/42  and  before 
9/30/43  and  she  also  had  active  service  in  the  armed  forces  after 
9/29/43. 

966.  A   DISCHARGE    UNDER    DISHONORABLE    CONDITIONS    prohibits    the 

granting  of  military  service  wage  credits  for  any  period  of  active 
service  to  which  the  discharge  applies.  The  following  types  of  sepa- 
rations are  issued  under  dishonorable  conditions: 

A.  A  dishonorable  discharge; 

B.  A  bad  conduct  discharge  issued  pursuant  to  a  sentence  of  a 
general  court  martial; 

C.  A  discharge  for  desertion; 

D.  In  the  case  of  an  officer,  a  resignation  accepted  "for  the  good 
of  the  service"; 

E.  A  discharge  on  the  grounds  that  the  person  was  a  conscien- 
tious objector  who  refused  to  do  military  duty,  to  wear  the 
uniform,  or  otherwise  to  comply  with  lawful  orders  of  com- 
petent military  authority; 

F.  A  discharge  by  reason  of  conviction  by  a  civil  court  for  trea- 
son, sabotage,  espionage,  murder,  rape,  arson,  burglary,  rob- 
bery, kidnapping,  assault  with  intent  to  kill,  assault  with  a 
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dangerous  weapon,  or  an  attempt  to  commit  any  of  these 
crimes. 

A  veteran  may  have  more  than  one  discharge  involving  separate 
periods  of  active  service.  The  period  of  active  service  to  which  a 
discharge  under  dishonorable  conditions  applies  cannot  be  used  for 
military  service  wage  credit  purposes.  However,  wage  credits  may  be 
granted  for  any  other  period  of  active  service  from  which  he  was 
released  under  conditions  other  than  dishonorable. 

Where  an  enlisted  man  received  a  "conditional  discharge"  to  ac- 
cept a  commission  with  no  break  in  service,  his  service  is  considered 
as  performed  in  one  period. 

967.  Wage  credits  may  be  granted  for  world  war  ii  military 
SERVICE  WITH  A  FOREIGN  COUNTRY  that  was  at  War  on  9 '16/40  with  a 
country  with  which  the  U.S.  was  at  war  during  World  War  II  if  the 
serviceman: 

A.  Entered  the  active  military  or  naval  service  of  the  foreign 
country  before  12/9/41;  and 

B.  Was  a  citizen  of  the  U.S.  throughout  his  period  of  service 
(or  if  he  lost  his  citizenship,  it  was  solely  because  of  his  en- 
trance into  the  naval  or  military  service);  and 

C.  Had  resided  in  the  U.S.  for  at  least  4  years  out  of  the  5-year 
period  ending  with  the  day  he  entered  into  this  military  or 
naval  service;  and 

D.  Was  domiciled  in  the  U.S.  on  the  day  of  his  entrance  into  this 
military  or  naval  service;  and 

E.  Met  one  of  the  following  conditions: 

1.  He  died  while  in  service;  or 

2.  He  was  discharged  or  released  from  this  military  or  naval 
service  under  conditions  other  than  dishonorable: 

a.  After  at  least  90  days  service;  or 

b.  Because  of  a  disability  or  injury  incurred  or  aggravated 
in  service  in  the  line  of  duty. 

968.  Commissioned  officers  of  the  coast  and  geodetic  survey 
OR  PUBLIC  health  SERVICE  are  considered  to  be  in  the  active  service 
of  the  Armed  Forces  for  the  purpose  of  military  service  \vage  credits 
and  the  special  insured  status  provisions  (discussed  in  §  970)  only 
under  the  following  conditions: 

A.    Commissioned  officers  of  the  Coast  and  Geodetic  Survey  may 
be  granted  wage  credits  for  time  spent: 
1.    On  active  duty  with  an  armed  service  department;  or 
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2.  On  active  duty  on  military  projects  determined  by  the 
Secretary  of  Defense  to  be  areas  of  immediate  military 
hazard;  or 

3.  In  service  in  the  Philippine  Islands  if  the  individual  was 
serving  there  on  12/7/41;  or 

4.  On  active  commissioned  service  with  the  Coast  and  Geo- 
detic Survey  after  7/28/45  and  before  1957.  (However, 
wage  credits  based  on  this  service  may  only  be  used  for 
monthly  benefits  beginning  with  1/57  and  for  the  lump- 
sum death  payment  where  death  occurred  after  1956.) 

B.  Commissioned  officers  of  the  Public  Health  Service  may  be 
granted  wage  credits  for  time  spent: 

1.  On  active  commissioned  service  from  7/29/45-7/3/52;  or 

2.  On  active  commissioned  service,  while  on  detail  to  a  com- 
ponent of  the  uniformed  forces,  during  the  periods  9/16/ 
40-7/28/45  and  7/4/52-12/.^! /56,  inclusive;  or 

?).  On  active  commissioned  service  from  7/4/52-12/31/56 
even  though  not  performed  while  on  detail  to  a  compo- 
nent of  the  uniformed  services.  (However,  wage  credits 
for  this  service  may  be  used  only  in  figuring  monthly 
benefits  for  months  beginning  1/57  and  for  lump-sum 
death  payments  where  death  occurred  after  1956.) 

969.    Wage  credits  are  not  granted  for  military  service  even 
though  the  veteran  would  otherwise  be  eligible  for  them  if: 

A.  A  larger  social  security  benefit  is  payable  without  considering 
the  wage  credits;  or 

B.  The  veteran  has  been  convicted  of  certain  offenses  against  the 
Federal  Government  such  as  bribery,  graft,  treason,  sedition, 
etc.;  or 

C.  The  veteran  refuses  upon  the  ground  of  self-incrimination 
to  appear,  testify,  produce  books,  etc.,  before  a  Federal  grand 
jury,  U.S.  court,  or  U.S.  congressional  committee  concerning 
his  work  as  an  employee  of  the  U.S.  Government  or  his  re- 
lationship with  a  foreign  government;  or 

D.  A  monthly  benefit  payable  by  another  Federal  agency  (other 
than  the  Veterans  Administration)  is  based  on  the  same 
period  of  service.  However,  if  a  veteran  is  on  active  duty  or 
active  duty  for  training  after  1956,  he  may  be  granted  social 
security  wage  credits  for  active  service  during  the  6-year  pe- 
riod, 1951-1956,  even  tiiouoh  a  service  orranization  uses  any 
or  all  of  this  period  in  determining  his  rights   to,   or  the 
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amount  of,  a  retirement  benefit  payable  by  that  organization; 
or 
E.  The  wage  credits  plus  the  individual's  other  wages  and /or 
self-employment  income  exceed  the  maximum  earnings  which 
may  be  credited  for  social  security  purposes  for  that  year 
(see  §  719). 

970.  A    VETERAN    IS    CONSmERED    TO    HAVE    DIED    FULLY    INSURED    for 

social  security  purposes  and  with  an  average  monthly  w^age  of  $160 
even  though  he  never  worked  in  employment  covered  by  social 
security  if: 

A.  He  served  in  the  active  military  or  naval  service  of  the  U.S. 
on  or  after  9/16/40  and  before  7/25/47;  and 

B.  He  was  discharged  or  released  from  active  service  not  later 
than  7/26/51  under  conditions  other  than  dishonorable;  and 

C.  He  had  at  least  90  days  of  active  service;  or,  if  his  total  service 
was  less  than  90  days,  he  was  discharged  or  released  by  reason 
of  a  disability  or  injury  incurred  or  aggravated  in  line  of 
duty;  and 

D.  He  died  within  3  years  after  his  separation  from  active  serv- 
ice; and 

E.  No  pension  or  compensation  from  the  Veterans  Administra- 
tion is  being  paid  or  has  been  paid  because  of  the  veteran's 
death. 

This  provision  is  not  applicable  if  the  serviceman  died  in  service. 

971.  Employment  outside  the  u.s.  is  excluded  from  social  security 
coverage  unless  the  work  is  performed: 

A.  By  a  U.S.  citizen  for  an  American  employer  (see  §  972)  or  for 
an  American  corporation's  foreign  subsidiary  for  which  cover- 
age has  been  arranged  (see  §§  974-976);  or 

B.  On  or  in  connection  with  an  American  vessel  or  aircraft  if  the 
contract  of  employment  was  entered  into  within  the  U.S., 
or  if  the  vessel  or  aircraft  touches  at  a  port  or  airport  in  the 
U.S.  while  the  employee  is  working  on  it. 

Within  the  U.S.  means  on,  in,  or  over  any  of  the  50  States,  the 
District  of  Columbia,  the  Virgin  Islands,  Puerto  Rico,  and,  begin- 
ning 1/1/61,  Guam  and  American  Samoa,  or  the  territorial  waters 
of  any  of  these  places. 

The  term  "American  vessel"  means: 

1.  Any  vessel  documented  or  numbered  under  the  laws  of  the 
U.S.;  or 

185 


2.  Any  vessel  which  is  not  documented  or  numbered  under  the 
laws  of  the  U.S.,  nor  documented  under  the  laws  of  any  for- 
eign country  if  its  crew  is  employed  by: 

a.  One  of  more  citizens  or  residents  of  the  U.S.,  or 

b.  Corporations  organized  under  laws  of  the  U.S.  or  any  State. 
"American  aircraft"  means  an  aircraft  registered  under  the  laws 

of  the  U.S. 

A  U.S.  citizen  is  a  person  born  or  naturalized  in  the  U.S.  and  sub- 
ject to  its  jurisdiction.  The  U.S.  includes  all  the  States,  the  District 
of  Columbia,  Puerto  Rico,  the  Virgin  Islands,  and,  after  1960,  Guam 
and  American  Samoa. 

972.  An  AMERICAN  EMPLOYER  includes: 

A.  The  U.S.  or  any  of  its  instrumentalities, 

B.  A  State  (including  Puerto  Rico,  the  Virgin  Islands,  and,  after 
1960,  Guam  and  American  Samoa)  or  any  political  subdivi- 
sion of  such  State;  or  an  instrumentality  of  the  State  or  politi- 
cal subdivision. 

C.  A  person  who  is  a  resident  of  the  U.S. 

D.  A  partnership  in  which  at  least  two-thirds  of  the  partners  are 
residents  of  the  U.S. 

E.  A  trust,  if  all  of  the  trustees  are  U.S.  residents. 

F.  A  corporation  organized  under  the  laws  of  the  U.S.  or  any 
State,  including  Puerto  Rico,  the  Virgin  Islands,  and,  after 
1960,  Guam  and  American  Samoa.  (A  foreign  subsidiary  of 
a  domestic  corporation  does  not  qualify  as  an  "American 
employer".) 

973.  Services  of  employees  of  private  employers  on  guam  and 
AMERICAN  SAMOA  are  covered  by  social  security  on  the  same  basis 
as  those  of  employees  in  the  United  States  for  years  after  1960.  How- 
ever, work  in  Guam  by  a  resident  of  the  Philippines  under  contract 
to  work  on  a  temporary  basis  as  a  nonimmigrant  alien  is  not  covered. 

Work  after  1960  as  an  officer  or  employee  of  the  governments  of 
Guam  and  American  Samoa  or  any  political  subdivision  or  instru- 
mentality thereof  (except  by  a  person  covered  under  a  retirement 
system  established  by  law  of  the  U.S.)  can  be  covered  beginning  with 
the  calendar  quarter  after  the  quarter  in  which  the  respective  Gov- 
ernor certifies  that  his  government  desires  such  coverasre. 

Coverage  of  these  services  went  into  effect  1/1/61  in  American 
Samoa;  it  is  not  yet  in  effect  in  Guam. 
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974.  Employment  of  u.s.  citizens  outside  the  u.s.  by  a  foreign 
SUBSIDIARY  of  A  DOMESTIC  CORPORATION  may  be  covcred  by  social  se- 
curity if: 

A.  The  domestic  corporation  arranges  for  coverage  by  entering 
into  an  agreement  with  the  District  Director  of  Internal 
Revenue;  and 

B.  The  agreement  applies  to  all  of  the  U.S.  citizens  employed 
outside  the  U.S.  by  the  foreign  subsidiary  and  for  all  citizens 
subsequently  employed  by  the  subsidiary  if  their  work  would 
be  covered  if  performed  in  the  U.S. 

975.  A  "foreign  subsidiary"  of  a  domestic  corporation  is  a  for- 
eign corporation  of  which: 

A.  Not  less  than  20  percent  of  its  voting  stock  is  owned  by  a 
domestic  corporation;  or 

B.  More  than  50  percent  of  its  voting  stock  is  owned  by  another 
foreign  corporation  and  at  least  20  percent  of  the  latter  cor- 
poration's voting  stock  is  o^vned  by  a  domestic  corporation. 

976.  The  coverage  agreement: 

A.  Is  effective  on  the  first  day  of  the  calendar  quarter  in  which 
the  agreement  is  entered  into,  or  as  of  the  first  day  of  the  fol- 
lowing calendar  quarter.  The  domestic  corporation  chooses 
the  effective  date  of  coverage. 

B.  May  be  amended  to  include  any  other  foreign  subsidiary  of 
the  domestic  corporation;  however,  coverage  of  the  new  group 
is  effective  only  as  of  the  first  day  of  the  calendar  quarter  in 
which  the  agreement  is  amended. 

C.  May  be  terminated  by  the  domestic  corporation  only  after 
giving  2  years  notice  of  intention  to  terminate.  Further,  notice 
of  termination  can  be  given  only  after  the  agreement  has  been 
in  existence  for  8  years.  Thus,  at  least  10  years  social  security 
coverage  is  assured.  (However,  the  Secretary  of  the  Treasury 
may  terminate  the  agreement  sooner.) 

Once  an  agreement  has  been  terminated  in  whole,  the  domestic 
corporation  may  not  again  obtain  coverage  for  any  of  its  foreign 
subsidiaries.  An  agreement  terminated  with  respect  to  one  sub- 
sidiary may  not  be  reinstated  with  respect  to  that  particular  sub- 
sidiary. 
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977.  Employment  covered  by  the  railroad  retirement  act  is 
EXCLUDED  from  social  security  coverage.  However,  earnings  from 
railroad  employment  are  counted  for  social  security  at  the  death  or 
retirement  of  a  worker  if  he  does  not  qualify  under  the  railroad  re- 
tirement program.  For  example,  when  a  railroad  worker  retires 
with  less  than  120  months  of  railroad  service,  no  railroad  retirement 
annuity  is  payable.  However,  his  railroad  earnings  after  1936  would 
then  be  considered  in  determining  his  rights  to  social  security  dis- 
ability or  retirement  benefits. 

Additional  information  on  the  Railroad  Retirement  Act  is  in 
§§  2530-2543. 

978.  When  part  of  an  employee's  work  during  a  pay  period  is 
COVERED  AND  PART  EXCLUDED  from  social  sccurity  and  all  of  the  work 
is  being  performed  for  one  employer,  the  following  rules  apply: 

A.  All  of  his  work  in  that  pay  period  is  covered  if  50  percent  or 
more  of  his  time  during  the  pay  period  is  spent  in  covered 
work. 

B.  All  of  his  work  in  that  pay  period  is  excluded  if  more  than  50 
percent  of  his  time  during  the  pay  period  is  spent  in  excluded 
work. 

The  term  "pay  period"  means  the  period  of  not  more  than  31 
consecutive  calendar  days  for  which  the  employer  ordinarily  pays 
the  employee.  Where  there  are  seasonal  fluctuations  there  may  be 
one  customary  seasonal  pay  period  and  another  customary  non- 
seasonal  pay  period. 

979.  The  included-excluded  rule  above  does  not  apply  if: 

A.  Part  of  the  employment  is  covered  by  social  security  and  part 
by  the  Railroad  Retirement  Act. 

B.  Part  of  the  employment  for  a  foreign  employer  is  performed 
within  the  U.S.  and  is  covered;  and  part  is  performed  outside 
the  U.S.  and  so  is  excluded. 

C.  There  is  no  pay  period,  or  the  pay  period  covers  more  than 
31  consecutive  days,  or  there  are  separate  pay  periods  for  the 
covered  and  excluded  work. 

In  all  of  the  above  instances,  the  wages  paid  for  the  employment 
covered  by  social  security  are  coimted  for  social  security  purposes. 
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Chapter  10 

State  and  Local  Employment 


1000.  Social  security  coverage  of  State  and  local  government  employees. 

1001.  Coverage  group  defined. 

1002.  Proprietary  function  defined. 

1003.  Work  that  cannot  be  covered  by  Federal-State  agreement. 

1004.  Work  for  State  operated  transportation  systems. 

1005.  Optional  exclusions  available   to  State. 

1006.  "State"  defined  for  coverage  agreement  purposes.  ^ 

1007.  Employees  covered  by  a  State  or  local  retirement  system. 

1008.  Retirement  system  defined. 

1009.  Retirement  system  coverage  groups. 

1010.  Special  provisions  for  firemen  and  policemen. 

1011.  Dividing  retirement  systems. 

1012.  Employees  transferred  from  one  retirement  system  to  another. 

1013.  Separate  referendums  for  employees  of  interstate  instrumentalities. 

1014.  Effective  date  of  Federal-State  coverage  agreements. 

1015.  Termination  of  agreement  by  State. 

1016.  Termination   of  agreement   by   Secretary  of  Department  of  Health,   Edu- 
cation, and  Welfare. 

1017.  New  agreement  prohibited  after  termination. 

1018.  State  liability  for  F.I.C.A.  contribution  on  wages  paid  to  employees. 

1019.  Statute  of  limitations  applicable  to  States. 

1020.  State  inay  request  review  of  Secretary's  determination. 

1021.  Taxable  wages  of  person  employed  by  more  than  one  political  entity. 

1022.  Limitation  of  State's  contribution  liability. 

1000.  Employees  of  state  and  local  governments  can  be 
brought  under  Federal  social  security  only  by  means  of  voluntary 
agreements  entered  into  by  the  States  with  the  Secretary  of  Health, 
Education,  and  Welfare.  Once  an  agreement  has  been  entered  into 
with  a  State,  employees  of  the  State  and  its  political  subdivisions  are 
brought  under  the  agreement  in  groups  known  as  "coverage  groups." 
There  are  2  basic  types  of  coverage  groups: 

A.  Groups  composed  of  employees  of  the  State  or  one  of  its 
political  subdivisions  whose  positions  are  not  under  a  State 
or  local  retirement  system  (see  §  1001);  and 

B.  Retirement  system  coverage  groups,  i.e.,  groups  composed  of 
employees  whose  positions  are  covered  by  a  State  or  local 
retirement  system.  (See  §§  1007  and  1009.) 

The  Federal  law  gives  each  State  the  right  to  decide  which  cover- 
age groups  are  to  be  included  under  its  agreement.   However,  a 
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State  may  permit  its  political  subdivisions  to  decide  whether  or  not 
any  of  the  subdivisions'  employees  are  to  be  included.  A  State  may 
subsequently  modify  the  agreement  to  include  additional  coverage 
groups. 

1001.  A  COVERAGE  GROUP  composcd  of  employees  whose  positions 
are  not  covered  by  a  retirement  system  may  consist  of  any  of  the 
following  groupings  of  employees: 

A.  All  employees  of  the  State  who  are  performing  services  in 
connection  with  governmental  functions. 

B.  All  employees  of  the  State  performing  services  in  connection 
with  a  single   proprietary,   i.e.,   nongovernmental   function, 

(See  §  1002  for  a  definition  of  "proprietary  function.") 

C.  All  civilian  employees  of  National  Guard  Units  of  the  State 
employed  pursuant  to  the  National  Defense  Act  (32  U.S.C. 
42)  and  paid  from  funds  allotted  by  the  Department  of 
Defense. 

D.  Inspectors  of  agricultural  products  employed  pursuant  to  an 
agreement  between  the  State  and  the  Department  of  Agri- 
culture under  the  Agricultural  Marketing  Act  (7  U.S.C. 
1624)  or  the  Perishable  Agricultural  Commodities  Act  (7 
U.S.C.  499n). 

E.  All  employees  of  a  political  subdivision  who  are  performing 
services  in  connection  with  governmental  functions. 

F.  All  employees  of  a  political  subdivision  performing  services 
in  connection  with  a  single  proprietary,  i.e.,  nongovernmental 
function.   (See  §  1002.) 

A  State  can  cover  as  part  of,  or  in  supplement  to,  any  one  of  these 
groups,  employees  except  policemen  and  firemen  whose  positions 
are  under  a  retirement  system  but  who  are  personally  ineligible 
to  become  members  of  the  system.  They  are  automatically  covered 
as  a  part  of  the  groups  referred  to  in  §  1007  but  cannot  obtain  cover- 
age as  a  part  of  those  groups  desiring  coverage  referred  to  in  §  1011. 

1002.  A  PROPRIETARY  FUNCTION  is  generally  exercised  when  a  State 
or  political  subdivision  engages  in  a  business.  For  example,  a  State 
or  local  government  may  be  engaged  in  a  proprietary  function  ^vhen 
it  operates  a  liquor  store,  public  amusement  park,  or  public  utility. 

Governmental  junctions  include  legislative,  executive,  and  judi- 
cial activities;  control  and  prevention  of  crime;  regulation  of  the 
conduct  of  individuals  at  is  affects  the  general  welfare;  and  providing 
for  the  public  safety. 
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What  may  be  a  proprietary  function  under  the  laws  of  one  State 
may  not  be  classified  as  such  in  another.  The  provisions  of  State 
law  govern  in  determining  whether  a  function  is  governmental  or 
proprietary. 

1003.  The  following  kinds  of  work  cannot  be  covered  under 
a  Federal-State  agreement: 

A.  Work  of  employees  who  are  employed  to  give  them  relief 
from  unemployment. 

B.  Work  in  a  hospital,  home,  or  other  institution  by  a  patient  or 
inmate  thereof. 

C.  Work  by  transportation  system  employees  who  are  covered 
compulsorily  by  social  security.  (But  see  §  1004.) 

D.  Work  which  would  be  excluded  from  social  security  if  per- 
formed for  a  private  employer,  except  certain  agricultural 
labor  and  work  by  students. 

E.  Services  of  policemen  and  firemen  in  most  States,  if  their  posi- 
tions are  covered  by  a  retirement  system  (even  though  the 
individual  fireman  or  policeman  on  the  job  is  not  eligible 
to  become  a  member  of  the  retirement  system). 

For  coverage  of  services  of  policemen  and  firemen  in  positions  un- 
der a  retirement  system  in  certain  States,  see  §  1010. 

Services  of  policemen  and  firemen  whose  positions  are  not  under 
a  retirement  system  of  the  State  or  political  subdivision  are  covered 
when  coverage  is  obtained  for  a  coverage  group  of  the  type  referred 
to  in  §  1000(A)  which  includes  their  positions. 

1004.  Work  in  connection  with  a  state  operated  public  trans- 
portation SYSTEM,  or  one  operated  by  a  political  subdivision  of  a 
State,  may  be  included  in  a  Federal-State  agreement  as  part  of  the 
coverage  of  a  "coverage  group"  if  the  work  is  not  covered  by  social 
security  on  a  compulsory  basis. 

1005.  The  state  may,  at  its  option,  exclude  from  coverage  the 
following  services  performed  by  members  of  any  "coverage  group" 

(including  retirement  system  coverage  groups  referred  to  in  §  1009): 

A.  Any  work  of  an  emergency  nature. 

B.  All  work  in  any  class  or  classes  of  elective  positions. 

C.  All  work  in  any  class  or  classes  of  part-time  positions. 

D.  All  work  in  positions,  the  pay  for  which  is  on  a  fee  basis. 
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E.  Agricultural  labor,  the  pay  for  which  would  not  be  subject 
to  social  security  contributions  if  performed  for  a  private  em- 
ployer. (See  §§  901-915.) 

F.  Work  by  a  student  nurse  or  other  student,  the  pay  for  which 
would  not  be  subject  to  social  security  contributions  if  per- 
formed for  a  private  employer.  (See  §§  922-924.)  Prior  to 
1/1/66,  interns  could  also  be  excluded  from  coverage  by  the 
State  at  its  option. 

These  exclusions  may  be  taken  by  the  State  in  any  combination 
it  wishes  with  respect  to  each  separate  coverage  group.  Any  services 
which  a  State  chooses  to  exclude  may  be  included  later  if  State  law 
and  the  general  terms  of  the  State's  agreement  permit  it.  If  one  of 
the  types  of  -work  listed  above  has  been  included  with  respect  to  a 
coverage  group,  it  cannot  later  be  removed  from  coverage. 

1006.  A  "state"  for  the  purpose  of  coverage  agreements  in- 
cludes the  50  States,  Puerto  Rico,  the  Virgin  Islands,  and  interstate 
instrumentalities.  However,  it  does  not  include  the  District  of 
Columbia. 

A  "political  subdivision"  refers  to  a  governmental  entity  and 
generally  woidd  include  a  coimty,  city,  town,  village,  or  school  dis- 
trict, and  in  many  States,  depending  upon  the  matter  in  which  such 
entities  are  created  under  State  law,  a  sanitation,  utility,  reclama- 
tion, improvement,  drainage,  irrigation,  flood  control,  or  similar 
district  constituting  a  separate  legal  and  political  entity  within  a 
State.  The  term  also  includes  an  instrumentality  of  a  State,  or  of 
one  or  more  political  subdivisions  of  a  State,  or  a  State  and  one  or 
more  of  its  political  subdivisions. 

An  instrumentality  is  a  legal  entity  organized  to  carry  on  some 
function  of  government  for  a  State  or  political  subdivision.  It  is  an 
independent  legal  entity  with  the  power  to  hire,  supendse,  and  dis- 
charge its  employees  and,  generally,  it  may  sue  and  be  sued,  may 
enter  into  contracts,  and  may  hold  or  transfer  property  in  its  own 
name.  An  interstate  instrumentality  is  an  instrumentality  of  two  or 
more  States. 

Certain  units  of  government  such  as  libraries  and  hospitals  may  be 
integral  parts  of  cities,  counties,  or  other  political  subdivisions  so 
that  individuals  performing  services  in  such  governmental  units 
are  employees  of  such  cities,  counties,  or  other  political  subdivisions: 
or  they  may  be  "political  subdivisions"  in  themselves  and  the  em- 
ployers of  individuals  performing  services  for  them;  or  they  may 
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be  private  nonprofit  ort^anizations,  the  employees  of  uliic  h  cannot  be 
covered  under  a  State  agreement. 

An  employee,  for  purposes  of  a  Federal-State  agreement,  means  an 
employee  as  defined  in  chapter  8  and  includes  an  elected  or  ap- 
pointed officer  of  a  State  or  political  subdivision. 

1007.  Employees  whose  jobs  are  covered  by  a  state  or  local 
RETIREMENT  SYSTEM  may  bc  brought  imder  the  Federal-State  agree- 
ment as  members  of  a  "retirement  system  coverage  group"  exclud- 
ing, in  most  States,  the  positions  of  policemen  and  firemen.  Gen- 
erally, to  get  social  security  coverage,  a  majority  of  those  eligible 
to  vote  must  vote  for  coverage  in  a  referendum  held  under  authori- 
zation of  the  State.  To  be  eligible  to  vote  in  a  referendum,  a  worker 
must  be: 

A.  An  employee  of  the  governmental  unit  covered  by  the  retire- 
ment system;  and 

B.  In  a  position  under,  and  a  member  of,  the  retirement  system 
at  the  time  the  notice  of  referendum  is  given  and  at  the  time 
the  referendum  is  held;  and 

C.  In  a  position  that  will  not  be  excluded  if  coverage  is  extended 
to  his  group. 

Generally,  a  retirement  system  coverage  group  includes  all  the 
members  of  the  retirement  system,  all  employees  who  are  ineligible 
for  membership,  and  all  employees  who  can  choose  to  become  mem- 
bers of  the  retirement  system.  For  exception,  see  §  1011. 

1008.  A  RETIREMENT  SYSTEM  MEANS  a  pcusiou,  annuity,  retirement, 
or  similar  fund  or  system  established  by  a  State  or  political  sub- 
division thereof.  The  system  need  not  have  been  created  by  legislative 
action  of  the  State  or  political  subdivision  nor  does  it  have  to  be  one 
providing  for  benefits  guaranteed  by  the  State  constitution.  Ordi- 
narily, the  plan  is  "established"  by  the  State  or  political  subdivision 
if  the  State,  political  subdivision,  or  instrumentality  pays  part  of 
the  cost  of  the  retirement  plan  or  has  established  the  plan  under 
its  authority. 

Whether  or  not  an  individual  is  a  member  of  a  retirement  system 
is  a  matter  for  determination  by  the  State  under  applicable  State 
law.  Generally,  a  worker  is  a  member  of  a  retirement  system  if  his 
relationship  to  the  retirement  system  would  serve  as  a  basis  for  quali- 
fying him  for  retirement  benefits  or  would  count  to^vard  added 
benefits  after  he  first  qualified. 
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1009.  A  RETIREMENT  SYSTEM  COVERAGE  GROUP  foT  referendum  and 
coverage  purposes  may,  at  the  option  of  the  State,  consist  of: 

A.  All  employees  in  positions  under  the  system. 

B.  Only  employees  of  the  State  in  positions  imder  the  system. 

C.  All  employees  of  one  or  more  political  subdivisions  in  posi- 
tions under  the  system. 

D.  Any  combination  of  the  groups  referred  to  in  (B)  and  (C). 

E.  All  employees  of  any  institution  of  "higher  learning"  or  of 
any  hospital  which  is  not  a  political  subdivision  in  itself. 
Institutions  of  higher  learning  include  colleges,  junior  col- 
leges, and  teachers  colleges. 

1010.  Positions  of  policemen  and  firemen  under  a  retirement 
SYSTEM  established  by  an  interstate  instrumentality  or  one  of  the 
following  States  or  political  subdivisions  thereof  may  be  included 
in  a  Federal-State  agreement: 

Alabama  Kansas  North  Dakota  Texas 

California  Maine  Oregon  Vermont 

Florida  Maryland  South  Carolina  Virginia 

Georgia  New  York  South  Dakota  Washington 

Hawaii  North  Carolina  Tennessee 

The  referendum  requirement  referred  to  in  §  1007  applies  ex- 
cept that  a  separate  referendum  can  be  held  among  the  policemen, 
or  among  the  firemen,  or  among  the  policemen  and  firemen  as  one 
group. 

Except  when  coverage  is  extended  under  the  procedures  described 
in  §  1011,  services  of  all  firemen  and  policemen  in  positions  under  the 
retirement  system  are  covered  even  if  some  of  the  firemen  or  police- 
men are  not  members  of  the  retirement  system. 

1011.  A  retirement  system  may  BE  divided  into  two  parts  to  ob- 
tain social  security  coverage  for  the  members  who  want  it  if  the  re- 
tirement system  covers  the  jobs  of  employees  of: 

A.  Any  interstate  instrumentality  (that  is,  an  instrumentality  of 
two  or  more  States);  or 

B.  Alaska,  California,  Connecticut,  Florida,  Georgia,  Hawaii, 
Massachusetts,  Minnesota,  Nevada,  New  Mexico,  New  York. 
North  Dakota,  Pennsylvania,  Rhode  Island,  Tennessee, 
Texas,  Vermont,  Washington,  or  Wisconsin,  their  political 
subdivisions  and  instrumentalities. 
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Each  part  of  the  divided  system  represents  a  "retirement  system 
group"  for  coverage  purposes.  If  the  retirement  system  group  is 
covered  after  1959,  employees  who  have  an  option  to  join  the  retire- 
ment system  must  be  given  the  same  choice  as  to  coverage  given  to 
members  of  the  system  at  the  time  the  choice  is  given  the  latter.  If 
the  retirement  system  group  is  covered  before  1960,  the  State  may, 
within  its  discretion,  give  the  "optionals"  a  choice.  Except  as  in- 
dicated in  §  1012,  after  a  retirement  system  coverage  group  has  been 
covered,  all  new  members  are  covered  compulsorily;  if  "optionals" 
are  included,  all  new  optionals  are  compulsorily  covered. 

Members  who  did  not  vote  to  be  covered  may,  if  State  law  permits, 
be  given  a  second  chance  to  obtain  social  security  coverage.  A  writ- 
ten request  for  coverage  must  be  filed  by  the  individual  with  the 
State.  This  coverage  must  be  made  a  part  of  a  State's  agreement  be- 
fore 1963,  or,  if  later,  before  the  end  of  2  years  following  the  date 
the  retirement  system  coverage  group  was  covered. 

1012.  An  employee  who  transfers  from  one  group  of  a  Statewide 
retirement  system  divided  as  described  in  §  1009  (B),  (C),  or  (D), 
which  has  been  further  divided  on  the  basis  of  the  desires  of  its 
members,  to  another  such  group  within  the  same  retirement  sys- 
tem, and  becomes  a  new  member  of  the  system,  comes  within  the 
compulsory  coverage  rules  as  to  "new  members"  or  "new  optionals" 
in  §  1011,  unless: 

A.  His  transfer  occurred  on  or  after  9/13/60  as  the  result  of 
action  taken  by  a  political  subdivision;  and 

B.  Immediately  before  the  transfer,  he  was  in  that  part  of  the 
"separate"  group  which  was  composed  of  employees  who  had 
not  chosen  coverage. 

1013.  A  separate  referendum  must  be  held  among  retirement 
system  employees  of  an  interstate  instrumentality  without  regard 
to  any  referendum  held  for  other  employees  of  the  same  retirement 
system.  This  is  so  whether  the  retirement  system  is  one  set  up  by  the 
State,  a  political  subdivision,  or  the  interstate  instrumentality  itself. 

If  the  positions  in  the  interstate  instrumentality  are  covered  by 
more  than  one  retirement  system,  a  separate  referendum  must  be 
held  with  respect  to  the  positions  covered  by  each  of  the  retirement 
systems. 

1014.  Effective  dates  of  coverage  under  the  Federal-State  agree- 
ment are: 
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Agreement  to  extend  coverage     Coverage  may  be  effective  as 
entered  into:  early  as: 

Before  1954  1/1/51 

During  1954  1/1/54 

During  1955,  1956,  or  1957         1/1/55 

During  1958,  1959,  or  1960         1/1/56 

After  1960  First  day  of  the  5th  calendar  year 

preceding  the  year  in  which  the 
agreement  or  modification  is 
entered  into. 

Generally,  there  can  be  only  one  effective  date  for  each  coverage 
group.  However,  the  State  has  the  option  of  choosing  different  dates 
for  separate  parts  of  a  retirement  system  coverage  group,  which 
parts  coincide  with  any  of  the  grouping  referred  to  in  items  (B),  (C), 
and  (D)  of  §  1009,  if  the  coverage  group  was  included  under  its 
agreement  after  9/12/60. 

In  the  case  of  a  retirement  system  previously  divided  as  in  §  1011, 
members  who  did  not  originally  vote  for  coverage  but  later  choose 
coverage  must  be  included  as  of  the  effective  date  specified  -svhen 
the  group  was  originally  divided. 

1015.  A  STATE  CAN  TERMINATE  A  FEDERAL-STATE  COVERAGE  AGREE- 
MENT entirely  or  with  respect  to  one  or  more  coverage  groups  upon 
giving  2  years'  advance  notice  of  its  intent  to  do  so.  However,  effec- 
tive notice  of  termination  may  not  be  given  by  a  State  until  the 
coverage  being  terminated  has  been  in  effect  for  at  least  5  years.  The 
termination  will  not  be  effective  until  the  end  of  the  calendar  quar- 
ter specified  in  the  notice. 

1016.  The  secretary  of  the  department  of  health,  education, 
AND  welfare  may  TERMINATE  AN  AGREEMENT  in  its  entirety  or  with 
respect  to  any  one  or  more  coverage  groups  at  any  time  if  the  State 
fails  or  is  no  longer  legally  able  to  comply  with  any  provision  of  the 
agreement.  The  State  must  be  given  reasonable  notice  and  op- 
portunity for  hearing.  The  Secretary  can  make  the  termination  effec- 
tive not  later  than  2  years  after  the  date  of  the  termination  notice 
or  can  withdraw  the  notice  because  the  State  is  again  complying  with 
the  terms  of  the  agreement. 

1017.  Once  the  agreement  has  been  terminated  in  its  entirety, 
the  State  cannot  enter  into  another  agreement  to  cover  any  public 
employees  in  the  State.  If  the  termination  is  with  respect  to  a  par- 
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ticular  coverage  group,  the  State's  agreement  cannot  again  become 
applicable  to  that  group. 

1018.  The  state  is  liable,  in  an  amount  equal  to  the  sum  of  the 
tax  contributions  imposed  under  the  Federal  Insurance  Contribu- 
tions Act  governing  private  employment,  for  the  payment  of  all  con- 
tributions due  on  \vages  paid  to  employees  covered  by  an  agreement. 

1019.  A  STATUTE  OF  LIMITATIONS  fixcs  a  time  limit  beyond  which  a 
State  will  not  be  liable  for  amounts  due  ^vith  respect  to  wages  paid 
individuals  whose  services  are  co\'ered  imder  its  agreement  and 
beyond  which  the  Secretary  will  not  be  liable  for  refunding  or 
crediting  overpayments  made  by  a  State  under  its  agreement. 

The  earnings  record  of  an  individual  may  be  corrected  after  the 
time  limitation  for  the  revision  of  such  records  has  expired  to  con- 
form it  to  a  timely  assessment  by  the  Secretary  or  an  allowed  claim 
for  credit  or  refund  by  a  State. 

1020.  Any  state  may  request  a  review  if  it  is  dissatisfied  with  the 
Secretary's  determination  as  to: 

A.  Assessment  of  an  amount  due  from  the  State  tinder  its  agree- 
ment; or 

B.  Disallowance  of  the  State's  claim  for  credit  or  refund  of  an 
overpayment;  or 

C.  Allowance  to  the  State  of  a  credit  or  refund  of  an  overpay- 
ment. 

The  State  must  file  its  request  for  review  within  90  days  after 
the  date  on  which  notice  of  the  Secretary's  determination  is  mailed 
or  otherwise  delivered  to  the  State.  The  time  for  filing  the  request 
for  revie^v  may  be  extended  by  the  Secretary  for  good  cause.  The 
request  for  extension  of  time  must  be  made  before  expiration  of  the 
90-day  period. 

The  request  must  show  the  specific  issue  on  which  review^  is  being 
asked,  together  with  any  additional  argument  or  information  which 
is  relevant  to  that  issue.  If  this  information  does  not  accompany 
the  request,  an  additional  90  days  from  the  filing  of  the  request  for 
review  may  be  allowed  to  supply  it.  If  more  time  is  needed  by  the 
State  to  supply  this  information,  an  extension  may  be  granted  for 
good  cause. 

If  a  review  is  requested,  the  Secretary  will  make  it  w^hether  or  not 
the  State  has  paid  the  amount  assessed,  and  regardless  of  whether 
it  has  yet  taken  the  credit  or  refund  allowed.  If  the  State  is  not  satis- 
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fied  with  the  Secretary's  re-determination,  it  may  file  civil  suit  in 
the  appropriate  district  court  of  the  United  States  for  a  review  of  the 
Secretary's  determination  within  2  years  after  notification  of  such 
determination.  The  time  for  filing  a  civil  action  may  also  be  ex- 
tended by  the  Secretary  for  good  cause.  The  request  for  extension 
of  time  must  be  made  before  expiration  of  the  2-year  period. 

1021.  If  an  employee  works  for  more  than  one  political  en- 
tity, contributions  are  due  on  all  wages  paid  by  each  entity  up  to 
the  maximum.  The  same  is  true  where  an  employee  works  for  a 
political  entity  and  a  private  employer  during  a  year.  An  employee 
who  overpays  contributions  in  these  situations  adds  the  excess 
amount  to  that  withheld  for  income  taxes  and  takes  credit  on  his 
income  tax  return.  If  he  is  not  legally  required  to  file  an  income  tax 
return,  he  may  request  a  refund  from  the  Internal  Revenue  Service. 
Likewise,  he  may  request  a  refund  if  he  overpays  because  coverage 
under  an  agreement  is  made  retroactive. 

1022.  Where  a  state  provides  all  the  funds  for  the  payment 
OF  THE  employer's  SHARE  of  the  social  security  contributions  due  on 
the  wages  of  an  employee  who  performs  services  for  the  State  and 
one  or  more  of  its  political  subdivisions,  or  two  or  more  political 
subdivisions  of  the  State,  without  being  reimbursed  by  the  political 
subdivisions,  the  State  may  amend  its  agreement  to  provide  that 
such  contributions  shall  be  computed  as  if  they  were  being  paid  on 
the  basis  of  wages  paid  by  a  single  employer.  In  this  way,  the  State's 
liability  may  be  limited  to  contributions  on  $6,600  ($4,800  for  the 
calendar  years  1959  through  1965;  $4,200  for  the  calendar  years 
1957  and  1958)  for  such  an  employee.  This  is  conditioned  upon  the 
State  complying  with  the  pertinent  regulations  of  the  Secretary  of 
Health,  Education,  and  Welfare. 

This  provision  is  effective  with  regard  to  wages  paid  after  a  date 
specified  in  a  modification  of  its  agreement,  but  in  no  case  will  it  be 
effective  for  wages  paid  before: 

A.  1957  in  the  case  of  an  agreement  or  modification  mailed  or 
delivered  to  the  Secretary  of  Health,  Education,  and  Welfare 
before  1962,  or 

B.  The  first  day  of  the  year  in  which  the  agreement  or  modifica- 
tion is  mailed  or  delivered  to  the  Secretary,  if  after  1961. 


198 


Chapter  11 

Who  Are  Self-Employed 


1100.  Social  security  coverage  for  the  self-employed. 

1101.  Trade  or  business  defined. 

1102.  Personal  services  not  a  factor. 

1103.  Length  of  time  person  engages  in  activity  as  a  factor. 

1104.  Legality  or  illegality  of  activity  not  a  factor. 

1105.  Person  with  more  than  one  trade  or  business. 

1106.  A  hobby  is  not  a  trade  or  business.  ' 

1107.  Partnership  defined. 

1108.  Factors  of  partnership. 

1109.  Family  partnerships. 

1110.  Evidence  indicating  partnership. 

1111.  Transfer  of  capital  interest  in  family  partnership. 

1112.  Association  taxable  as  a  corporation  is  not  a  partnership. 

1113.  Family  partnerships  in  community  property  States. 

1114.  Writers  receiving  royalties. 

1115.  Nonprofessional  fiduciaries. 

1116.  Beneficiaries  of  trusts  carrying  on  business. 

1117.  Business  carried  on  by  executors  or  administrators  of  deceased's  estate. 

1118.  Star  route  mail  carriers. 

1119.  Owner  of  land  on  which  business  is  operated. 

1120.  Share-farmers. 

1121.  "Undertakes  to  produce  a  crop"  defined. 

1122.  Partnership  or  joint  ventures  between  farm  owner  and  operator. 

1123.  Exclusions  from  trade  or  business. 

1 124.  Newspaper  vendors. 

1125.  Employees  of  foreign  government. 

1126.  Public  office  holders. 

1127.  Federal  court  reporters. 

1128.  Members  of  certain  religious  sects. 

1129.  In  order  to  claim  the  exemption. 

1130.  Ministers,  members  of  religious  orders,  and  Christian  Science  practitioners. 

1131.  Election  of  social  security   coverage. 

1132.  Effective  date  of  election. 

1133.  Extension  of  time  for  ministers  to  file  waivers. 

1134.  Service  by  chaplains. 

1100.  Most  self-employed  people  first  became  covered  by  social 
security  in  1951.  Farmers,  ministers,  people  engaged  in  certain  pro- 
fessions, and  some  other  self-employed  people  were  not  covered 
until  1955.  Additional  groups  of  professional  persons  were  covered 
effective  with  taxable  years  ending  after  1955.  Self-employed  doctors 
of  medicine  were  covered  for  taxable  years  ending  on  or  after 
12/31/65. 

Still  excluded,  though  not  mandatorily,  are  State  and  local  public 
officials   (these  may  be  covered  as  employees  under  agreements  be- 
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tween  the  Secretary  of  Health,  Education,  and  Welfare  and  the 
State  in  which  they  serve— see  chapter  10);  Christian  Science  practi- 
tioners, ministers,  and  members  of  religions  orders  who  have  not 
filed  waiver  certificates;  and  members  of  certain  religious  sects  who 
request  and  have  been  granted  exemption  from  the  self-employment 
tax. 

The  years  that  various  groups  of  self-employed  persons  were  first 
covered  by  social  security  are  as  follows: 


Persons  covered 

Most  of  those  who  were  self-employed 
in  a  trade  or  business. 

Self-employed  architects;  professional 
engineers;  accountants  (including 
certified,  registered,  or  licensed,  and 
full-time  public  accountants);  fu- 
neral directors;  farm  operators;  and 
Christian  Science  practitioners,  min- 
isters, and  members  of  religious  or- 
ders who  have  filed  waiver  certifi- 
cates. 

Self-employed  lawyers;  dentists;  doc- 
tors of  osteopathy;  veterinarians; 
chiropractors;  naturopaths;  optome- 
trists; and  farm  landlords  who  ma- 
terially participate  in  the  farming 
activities. 

Persons  self-employed  in  a  trade  or 
business  in  Guam  or  American 
Samoa.  They  are  covered  in  the 
same  way  as  persons  in  a  trade  or 
business  in  any  of  the  50  States,  the 
District  of  Columbia,  Puerto  Rico 
or  the  Virgin  Islands. 

Self-employed  doctors  of  medicine. 


Coverage  elective  for 
taxable  years 

Beginning  after  1950 
Ending  after  1954 


Ending  after  1955 


Beginning  after  1960 


Ending  on  or  after 
12/31/65 


"Self-employment  income"  which  is  creditable  for  social  security 
is  based  on  "net  earnings  from  self-employment"  derived  from  a 
"trade  or  business"  covered  by  the  law.  This  chapter  explains  what 
activities  are  covered  trades  or  businesses.  Chapter  12  explains  what 
income  is  includible  in  net  earnings  from  self-employment  and  hoAv 
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the  amount  of  the  creditable  self-employment  income  is  computed. 
Remuneration  from  self-employment  which  is  not  covered  for 
social  security  tax  contribution  purposes  is,  nevertheless,  included 
when  figuring  income  for  annual  earnings  test  purposes.  See  chapter 
18. 

1101.  A  "trade  or  business"  for  social  security  purposes  means  the 
same  as  when  used  in  §  162  of  the  Internal  Revenue  Code  of  1954, 
relating  to  income  taxes.  However,  certain  occupations  and  the 
self-employed  activities  of  the  members  of  certain  religious  sects 
who  have  been  granted  exemptions  from  the  self-employment  tax 
are  not  included  in  the  term  "trade  or  business"  for  social  security 
coverage  purposes,  or  are  included  only  if  certain  conditions  are  met. 

"Trade  or  business"  is  not  specifically  defined  in  §  162  of  the  In- 
ternal Revenue  Code.  However,  certain  guides  for  deciding  whether 
a  trade  or  business  exists  have  been  set  forth  in  court  decisions  and 
Internal  Revenue  Service  ridings.  Briefly  stated,  these  guides  are: 

A.  The  activity  is  started  and  carried  on  in  good  faith  with  the 
intention  of  making  a  profit  or  producing  income. 

B.  The  activity  has  been  regularly  carried  on;  that  is,  there  has 
been  a  continuity  of  operation,  a  continual  repetition  of  trans- 
actions, or  a  regularity  of  activities. 

C.  The  activity  is  the  person's  regular  occupation  or  calling 
which  he  carries  on  to  make  a  living  or  a  profit. 

D.  The  person  holds  himself  out  to  the  public  as  being  engaged 
in  the  selling  of  goods  and /or  services. 

Any  one  of  these  factors  standing  alone  is  not  enough  to  show  that 
a  trade  or  business  exists.  On  the  other  hand,  not  all  the  factors  need 
be  present. 

1102.  Personal  services  are  not  required.  A  person  may  carry  on 
his  business  through  employees.  Thus,  absentee  owners  and  limited 
or  silent  partners  can  derive  income  from  a  trade  or  business. 

1103.  The  length  of  time  a  person  engages  in  an  activity  usually 
is  a  factor  in  determining  if  it  is  a  trade  or  business.  However,  the 
period  of  time  is  not  important  where  the  activity  is  seasonal  or  of 
short  duration,  such  as  selling  ice  cream  during  the  summer  months 
or  buying  a  grocery  store,  operating  it  for  several  months,  and  then 
selling  it. 

1104.  The  illegality  of  an  activity  does  not  preclude  its  being  a 
trade  or  business.  For  example,  professional  gamblers,  bookies,  etc., 
may  be  engaged  in  a  trade  or  business. 
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1105.  A  PERSON  MAY  HAVE  MORE  THAN  ONE  TRADE  OR  BUSINESS.  For 

example,  a  person  who  operates  a  wholesale  grocery  may  also  operate 
a  restaurant. 

1106.  A  HOBBY  IS  NOT  A  TRADE  OR  BUSINESS.  Thus,  a  pcrson  may  buy 
and  sell  stamps,  pigeons,  bees,  etc.,  merely  for  the  purpose  of  im- 
proving or  otherwise  furthering  his  hobby.  If  these  activities  are  not 
engaged  in  primarily  to  make  a  profit  they  are  not  a  trade  or  busi- 
ness. If  they  are  engaged  in  primarily  for  the  purpose  of  providing 
part  or  all  of  his  livelihood  they  are  a  trade  or  business. 

1107.  Business  partners  are  self-employed.  A  partnership  is  gen- 
erally said  to  be  created  when  fwo  or  more  persons  join  together  for 
the  purpose  of  carrying  on  a  trade  or  business.  Each  partner  con- 
tributes in  one  or  more  ways  with  money,  property,  labor,  or  skill, 
and  shares  in  the  profits  and  risks  of  loss  in  accordance  with  their 
agreement. 

In  determining  whether  a  partnership  actually  exists,  it  is  neces- 
sary to  determine  whether  the  parties  intended  to  join  together  to 
carry  on  a  trade  or  business  and  share  in  the  profits  or  losses  as 
partners.  Intention  of  the  parties  is  determined  not  merely  from 
their  statements,  but,  to  a  large  degree,  from  their  agreement,  and 
their  conduct  in  carrying  out  their  agreement  not  only  in  regard  to 
each  other  but  also  in  regard  to  third  parties.  Further  light  on  the 
true  intent  of  the  parties  is  cast  by  such  matters  as  the  abilities  and 
contribution  of  each,  the  control  which  each  has  over  the  income, 
and,  among  other  things,  the  purpose  for  which  the  partnership  is 
established  and  operated. 

A  partnership  is  the  same  for  social  security  purposes  as  for  in- 
come tax  purposes.  In  addition  to  the  ordinary  partnership,  the  term 
"partnership"  for  tax  purposes  includes  a  syndicate,  group,  pool, 
joint  venture,  or  any  other  unincorporated  organization  which 
carries  on  a  business.  The  term  does  not  include  corporations,  trusts, 
estates,  or  associations  taxable  as  corporations.  (See  §  802  for  an 
explanation  of  such  associations.) 

Two  or  more  persons  may  be  self-employed  as  partners  for  in- 
come tax  and  social  security  purposes  even  if  they  do  not  operate 
under  a  formal  partnership  agreement  or  even  if  under  State  law 
they  are  not  considered  as  partners  because  they  have  not  complied 
with  local  statutory  requirements. 

For  tax  purposes  and  for  social  security  purposes,  a  partnership 
and  a  joint  venture  are  essentially  the  same.  The  main  distinction 
is  that  a  partnership  involves  a  continuing  enterprise  while  a  joint 
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venture  is  usually  for  the  accomplishment  of  a  single  project  or 
transaction. 

1 108.  Some  factors  indicative  of  the  existence  of  a  partner- 
ship OR  joint  venture  are: 

A.  Conduct  of  the  business  as  a  joint  undertaking,  not  as  a  sole 
ownership; 

B.  Contribution  of  capital  or  services  to  the  business  by  each 
party; 

C.  A  sharing  in  management  decisions  and  other  responsibilities; 

D.  A  sharing  in  the  profits  and  risk  of  loss  in  accordance  with 
the  parties'  agreement; 

E.  A  holding  out  of  the  business  to  the  public  in  stich  a  manner 
as  to  indicate  that  the  parties  are  partners. 

However,  it  is  not  necessary  that  all  of  these  basic  factors  be  pres- 
ent in  order  for  an  arrangement  to  be  considered  a  partnership. 

1109.  Members  of  the  same  family  may,  and  do,  form  valid  part- 
nerships. For  instance,  a  husband  and  wife  or  parents  and  children 
may  conduct  a  business  enterprise  as  a  partnership.  To  be  recognized 
as  a  partnership  for  tax  and  social  security  purposes,  the  legal  re- 
lationship of  partners  must  be  established.  Merely  helping  out  in 
the  business,  doing  chores,  etc.,  does  not  establish  a  partnership. 

In  cases  involving  closely  related  parties,  some  of  the  factors  us- 
ually indicating  a  partnership,  such  as  the  use  of  property  and  the 
control  of  family  matters,  are  evaluated  carefully  to  determine 
whether  they  are  indicative  of  the  existence  of  a  partnership  or 
whether  they  demonstrate  a  nonbusiness  use  of  family  property. 

1110.  Evidence  along  the  following  lines  can  help  establish 
whether  an  enterprise  is  conducted  as  a  partnership: 

A.  Copies  of  any  written  agreements  entered  into  by  the  parties 
or  statements  of  the  parties  as  to  the  terms  of  the  arrangement; 

B.  Copies  of  income  tax  returns  on  which  the  business  income 
was  reported; 

C.  Copies  of  business  licenses,  letterheads,  bills,  advertisements, 
telephone  or  city  directory  listings,  or  other  documents  in- 
dicating the  manner  in  which  the  business  was  held  out  to 
the  public; 

D.  Statements  from  disinterested  third  parties  such  as  suppliers, 
wholesalers,  customers,  local  businessmen,  etc.,  who  are  fami- 
liar with  the  manner  in  which  the  business  ^vas  conducted. 
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1111.  A  TRANSFER  OF  A  CAPITAL  INTEREST  in  a  family  partnership  to 
a  member  of  the  same  family  generally  makes  him  a  partner  if: 

A.  There  has  been  a  bona-fide  transfer  by  gift  or  purchase  of  a 
capital  interest  in  the  partnership;  and 

B.  He  actually  owns  the  partnership  interest  and  is  vested  with 
dominion  and  control  over  it;  and 

C.  The  partnership  is  one  in  which  capital  is  a  material  income- 
producing  factor;  and 

D.  A  valid  partnership  was  in  existence  before  the  transfer  or  was 
created  at  the  time  of  the  transfer. 

1112.  An  association  taxable  as  a  corporation  (see  §  802)  is  not 
a  partnership  for  self-employment  tax  contribution  purposes,  since 
it  is  not  considered  a  partnership  for  income  tax  purposes. 

1113.  Community  property  laws  in  some  States  give  a  husband 
and  wife  equal  rights  in  certain  types  of  property  and  to  certain 
types  of  income.  For  social  security  purposes  in  community  prop- 
erty States,  community  income  from  a  business  is  treated  as  earnings 
of  the  husband  imless  the  wife  exercises  substantially  all  the  man- 
agement and  control  over  the  business.  If  she  does,  the  community 
income  is  considered  her  earnings.  Where  a  husband  and  wife  actu- 
ally carry  on  a  partnership  business,  even  in  community  property 
States,  each  partner's  distributive  share  of  the  partnership  income 
will  be  included  as  earnings  from  self-employment  of  each  such 
partner. 

1114.  Writers  who  receive  royalties  may  or  may  not  be  en- 
gaged in  a  trade  or  business.  Each  case  must  be  decided  on  the  facts. 
A  one-time  venture  of  short  duration  usually  is  not  a  trade  or  busi- 
ness but  a  repetition  of  such  ventures  would  constitute  a  trade  or 
business.  Thus,  if  an  individual  ^vrites  only  one  book  as  a  sideline 
and  never  revises  it,  his  writing  activities  probably  would  not  be 
a  trade  or  business.  However,  if  he  prepares  new  editions  from  time 
to  time,  or  if  he  writes  several  books,  his  writing  and  editing  ac- 
tivities would  be  a  trade  or  business. 

A  person  may  engage  in  other  related  activities  which,  ^vhen 
considered  together  with  his  writing  activities,  may  be  a  trade  or 
business.  For  example,  a  college  professor  who  writes  a  book  on 
business  administration  and  who  gives  lectures  and  advice  to  busi- 
ness groups  on  the  same  subject  probably  would  be  in  a  trade  or 
business. 

For  effect  of  the  receipt  of  royalties  on  the  payment  of  benefits 
see  §  1814  (W). 
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1115.  Generally,  nonprofessional  fiduciaries  (i.e.,  persons  who 
serve  as  executor  or  administrator  in  isolated  instances,  and  then  as 
personal  representative  for  the  estate  of  a  deceased  friend  or  rela- 
tive) are  not  engaged  in  a  trade  or  business  unless  all  of  the  follow- 
ing conditions  are  met: 

A.  There  is  a  trade  or  business  among  the  assets  of  the  estate;  and 

B.  The  executor  actively  participates  in  the  operation  of  this 
trade  or  business;  and 

C.  The  fees  of  the  executor  are  related  to  the  operation  of  the 
trade  or  btisiness. 

Activities  of  an  executor  of  a  single  estate  may  be  a  trade  or  busi- 
ness if  they  are  of  sufficient  scope  and  duration.  This  may  occur 
when  he  manages  an  unusually  large  estate  which  requires  exten- 
sive management  activities  over  a  long  period  of  time. 

1116.  A  beneficiary  of  a  trust  which  operates  a  trade  or  business 
is  not  engaged  in  the  trade  or  business  because  the  trust  rather  than 
the  beneficiary  is  engaged  in  the  activity.  However,  a  trade  or  busi- 
ness which  is  carried  on  by  a  conservator,  committee,  or  guardian 
on  behalf  of  an  incompetent  is  considered  to  be  carried  on  by  the 
incompetent  even  if  he  has  been  legally  adjudged  to  be  incompetent. 

1117.  Where  an  estate  is  being  administered  and  a  business  be- 
longing to  the  estate  is  carried  on  during  the  period  of  administra- 
tion, it  is  carried  on  by  the  estate.  The  income  from  the  business  is 
income  of  the  estate  and  not  the  heirs.  This  is  true  even  if  one 
or  more  of  the  heirs  does  the  actual  work  and  keeps  the  proceeds 
and  even  if  he  is  the  administrator  of  the  estate.  Such  work  may, 
however,  be  a  separate  trade  or  business.  Pay  specifically  designated 
as  being  for  work  in  running  the  business,  as  distinguished  from  an 
amount  received  as  a  distribution  of  estate  assets  to  an  heir,  is  earn- 
ings from  self-employment.  See  also  §  1115  for  rules  where  the  ad- 
ministrator runs  the  business. 

1118.  Star  route  mail  carriers,  contract  mail  messengers,  con- 
tract postal  station  operators,  and  contract  postal  branch  operators 
work  on  a  contract  basis  and  are  self-employed  unless  determined 
by  the  Post  Office  Department  to  be  employees  of  that  Department. 

1119.  An  owner  of  land  is  not  necessarily  the  operator  of  the 
business  conducted  on  his  land  depending  on  the  facts  of  the  case. 
Some  of  the  facts  that  show  he  is  a  landlord  are: 
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A.  His  right  of  entry  on  the  land  is  limited  to  his  right  to  protect 
and  maintain  his  property;  and 

B.  The  person  occupying  the  land  has: 

1.  Right  to  possession  of  the  land; 

2.  Right  to  use  of  the  land  for  his  own  purposes; 

3.  Right  to  use  and  possession  for  a  definite  period  of  time; 

4.  Obligation  to  pay  rent; 

5.  Right  to  sublease; 

6.  Control  over  the  running  of  the  business. 

An  owner  of  land  can  enter  on  it  to  prevent  waste,  make  repairs, 
etc.  In  the  case  of  a  farm,  he  may  take  part  in  formulating  the  farm 
plan,  furnish  supplies  and  equipment,  share  in  the  cost  of  seed,  ferti- 
lizer, and  other  expenses  for  maintaining  the  fertility  of  the  land 
or  increasing  its  yield,  and  he  may  require  the  practice  of  good  hus- 
bandry. Neither  the  exercise  of  these  rights  nor  the  furnishing  of 
these  goods  is  inconsistent  with  the  existence  of  a  landlord-tenant 
relationship.  However,  the  landlord's  rental  income  counts  for 
social  security  if  he  materially  participates  in  the  crop  production. 
See  §§  1221-1232. 

1120.  A  SHARE-FARMER  IS  A  SELF-EMPLOYED  PERSON.  A  share-f arm- 
ing arrangement  exists  if  all  of  the  following  elements  are  present: 

A.  The  share-farmer  undertakes  to  produce  a  crop  or  livestock, 

B.  On  the  landowner's  farm,  for  which 

C.  He  will  receive  a  share  of  the  crop  or  livestock  or  a  share  of 
the  proceeds  from  their  sale,  and 

D.  The  amount  of  his  share  depends  upon  the  amount  of  the 
crop  or  the  number  of  the  livestock  produced. 

If  any  one  of  these  elements  is  not  present,  a  "share-farming"  re- 
lationship does  not  exist.  There  may,  however,  be  a  landlord-tenant 
relationship,  or  the  person  may  be  an  employee  of  the  landowner, 
or  a  partnership  or  joint  venture  may  exist  between  them. 

1121.  The  phrase  "undertakes  to  produce  a  crop  or  livestock" 
means  performing  or  assuming  the  responsibility  for  performing 
substantially  all  the  physical  labor  incident  to  production  of  the 
farm  product. 

Generally,  this  means  that  the  tenant  has  the  responsibility  for 
caring  for  the  crop  from  the  beginning,  up  to  and  including  har- 
vesting. In  some  circumstances,  it  may  not  include  planting  of  the 
crop.  For  example,  in  fruit  raising  operations,  the  planting  or  setting 
out  of  fruit  trees,  bushes  or  plants  may  have  been  done  by  the  land- 
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owner  in  a  former  year.  This  fact  would  not  alter  the  relationship 
of  parties  to  a  share-farmino  arrangement  with  regard  to  the  fruit 
crop. 

The  landowner  may  sometimes  undertake  to  harvest  or  sell  the 
crop  to  be  produced.  Ho^vever,  if  the  person  who  has  undertaken  to 
"produce  a  crop"  has  the  responsibility  for  planting  and  raising  the 
crop  or  caring  for  the  crop  or  livestock  during  substantially  all  of 
the  growing  period  of  the  commodity  or  livestock,  this  element  of  a 
share-farming  arrangement  would  still  be  met.  A  share-farming 
arrangement  is  one  where  the  share-farmer  engages  to  perform  the 
labor  for  production  of  the  crop.  It  is  not  one  in  which  the  land- 
owner agrees  to  participate  in  the  day-to-day  physical  labor  in  the 
production  of  the  crop  or  livestock. 

"Producing  a  crop  or  livestock"  does  not  include  such  specialized 
activities  as  custom  sheep  shearing,  custom  harvesting,  dusting,  or 
custom  cultivating. 

1122.  If  a  partnership  or  joint  venture  exists  between  the  farm 
owner  and  the  farm  operator,  the  arrangement  does  not  contemplate 
that  the  operator  engages  by  himself  to  "produce  the  crop  or  live- 
stock," even  though  the  agreement  may  name  one  partner  to  do  the 
physical  work  and  the  other  to  contribute  his  capital,  credit,  man- 
agement services,  etc.  In  this  case  both  parties  are  farm  operators 
and  self-employed.  If  both  the  farm  owner  and  the  person  working 
the  land  are  involved  in  the  management  and  control  of  the  farm 
operations  or  in  the  day-to-day  operations  of  the  farm,  they  may  be 
partners.  Some  guides  as  to  the  existence  of  a  partnership  are  set 
outin§§  1107-1112. 

1123.  The  term  "trade  or  business"  does  not  include  the  follow- 
ing for  social  security  purposes: 

A.  Work  as  an  employee  (except  newspaper  vendors  who  are  18 
years  of  age  or  over);  employees  of  a  foreign  government  and, 
in  some  circumstances,  employees  of  an  instrumentality 
wholly  owned  by  a  foreign  government,  or  an  international 
organization; 

B.  Work  as  an  employee  or  employee  representative  covered  by 
the  Railroad  Retirement  System; 

C.  Work  as  a  public  official; 

D.  Self-employment  by  members  of  certain  religious  sects  while 
exempt  from  self-employment  contribution; 
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E.  Work  by  ordained,  commissioned,  or  licensed  ministers,  mem- 
bers of  religious  orders,  and  Christian  Science  practitioners 
who  have  not  elected  to  be  covered. 

1124.  Newspaper  vendors  who  are  18  years  of  age  or  over  are 
covered  as  self-employed  persons  if  they  are  excluded  from  coverage 
as  employees  under  the  rules  stated  in  §§  929-930.  Newspaper 
vendors  under  18  years  of  age  are  considered  to  be  self-employed 
only  if  they  are  independent  businessmen. 

1125.  Services  performed  as  employees  of  a  foreign  govern- 
ment, an  instrumentality  wholly  owned  by  a  foreign  government,  or 
an  international  organization,  which  are  excluded  from  coverage 
as  employment  (see  §  §  947  and  948),  are  covered  as  self-employment 
for  taxable  years  ending  on  or  after  12/31/60,  if  the  services  are 
performed  in  the  U.S.  by  a  citizen  of  the  U.S. 

1126.  The  performance  of  functions  of  a  public  office  is  ex- 
cluded by  the  social  security  law  from  the  term  "trade  or  business." 
A  "public  office"  includes  any  elective  or  appointive  office  of  the 
Federal  Government,  of  a  State  or  its  political  subdivisions,  or  of  a 
wholly  owned  instrumentality  of  any  one  or  more  of  the  foregoing. 
These  include,  among  many  others,  the  President,  the  Vice  Presi- 
dent, the  Secretary  of  State,  Governor,  mayor.  Member  of  Congress, 
State  representative,  county  commissioner,  judge,  county  or  city  at- 
torney, marshal,  sheriff,  register  of  deeds,  and  notary  public.  If  a 
public  official  engages  in  an  activity  which  is  not  part  of  the  function 
of  the  public  office,  the  income  from  that  activity  may  be  covered. 

A  public  official  may  he  covered  as  an  employee  of  a  State  or  local 
government  under  the  conditions  set  out  in  chapter  10. 

]  127.  Official  reporters  in  the  federal  courts  receive  a  salary 
in  their  capacity  as  employees  of  the  Federal  Government.  They  are 
also  paid  fees  by  the  litigants  for  furnishing  copies  of  transcripts. 
The  fees  are  not  pay  for  work  as  a  public  employee  or  public  official, 
but  are  counted  as  income  from  a  trade  or  business.  The  salary  paid 
the  employee  is  not  covered  by  social  security  since  it  is  covered 
by  the  Civil  Service  Retirement  System. 

The  status  of  fees  received  by  official  reporters  in  State  courts  de- 
pends upon  the  wording  of  the  State  law  creating  their  positions. 
Work  which  the  State  law  requires  to  be  done  is  performed  by  the 
reporter  in  his  capacity  as  an  employee.  It  may  be  covered  by  social 
security  only  if  the  job  is  included  in  a  Federal-State  coverage  agree- 

208 


ment  as  explained  in  chapter  10.  Fees  for  work  not  required  by  the 
State  law  would  normally  be  earnings  from  self-employment  covered 
by  social  security. 

1128.  Members  of  certain  religious  sects  may  qualify  for  an 
exemption  from  the  self-employment  tax  contribution  if  they  waive 
their  rights  to  all  benefits  under  the  Social  Security  Act,  including 
hospital  insurance  benefits,  and  if  the  other  requirements  set  out 
below  have  been  met.  The  other  requirements  for  the  tax  contribu- 
tion exemption  are: 

A.  The  person  claiming  the  exemption  is  a  member  of  a  recog- 
nized religious  group  by  reason  of  whose  tenets  or  teachings 
he  is  conscientiously  opposed  to  accepting  benefits  under  any 
private  or  public  insurance  plan  which  makes  payments  in 
the  event  of  death,  disability,  old  age,  or  retirement,  or  which 
makes  payments  to^vard  the  cost  of,  or  provides  for,  medical 
care  (including  the  benefits  of  any  insurance  system  established 
by  the  Social  Security  Act). 

B.  He  has  never  received  or  been  entitled  to  any  such  insurance 
benefits. 

C.  The  religious  group  of  which  he  is  a  member  has  been  in 
existence  continuously  since  December  31,  1950. 

D.  The  religious  group  makes  reasonable  provision  for  its  de- 
pendent members  and  has  done  so  since  December  31,  1950. 

There  is  no  provision  for  exemption  of  such  persons  from  social 
security  tax  contributions  on  wages,  or  from  other  taxes. 

1129.  In  order  to  claim  the  tax  contribution  exemption  the 
member  of  the  religious  sect  must  file  his  application  for  exemption, 
claim  for  refund  and  waiver  of  benefits,  with  the  District  Director 
of  Internal  Revenue  on  or  before  4/15/66,  if  he  had  self-employment 
income  for  any  taxable  year  ending  before  12/31/65.  If  the  exemp- 
tion is  granted  he  may  receive  a  refund  of  all  self-employment  con- 
tributions already  paid. 

If  he  does  not  have  self-employment  income  for  any  taxable  year 
ending  before  12/31  /65^his  application  for  an  exemption  must  be 
filed  on  or  before  the  due  date  of  his  tax  return  for  the  first  taxable 
year  ending  on  or  after  12/31/65  for  which  he  has  self-employment 
income. 

Once  granted,  the  exemption  remains  in  effect  until  the  member 
or  the  sect  has  ceased  to  meet  the  requirements.  While  the  exemp- 
tion is  in  effect  the  individual  cannot  receive  any  social  security 
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benefit  under  title  II  of  the  Social  Security  Act  (which  deals  with 
monthly  cash  benefits  and  lump-sum  death  payments),  and  no  pay- 
ment can  be  made  on  his  behalf  under  Part  A  of  title  XVIII  of  that 
Act  (which  deals  with  hospital  insurance  benefits);  and  no  benefits 
or  other  payments  will  be  made  under  title  II  to  any  other  person 
on  the  basis  of  his  earnings  record. 

If  an  individual's  waiver  and  exemption  cease  to  be  effective,  any 
future  benefits  can  be  payable  only  on  the  basis  of  his  earnings 
beginning  with  the  first  taxable  year  in  which  the  waiver  was  not  in 
effect. 

1130.  A    MINISTER,    MEMBER    OF    A    RELIGIOUS    ORDER,    OR    CHRISTIAN 

SCIENCE  PRACTITIONER  may  elcct  to  have  service  p>erformed  in  the 
exercise  of  his  ministry  or  profession  covered  by  social  security. 
Those  who  elect  coverage  are  treated  as  self-employed  persons  even 
though  their  income  may  be  from  work  as  employees. 

A  minister  must  be  duly  ordained,  commissioned,  or  licensed  by 
a  church  or  religious  organization.  (See  §§  944  and  945.)  A  member 
of  a  religious  order  who  has  taken  a  vow  of  poverty  cannot  elect 
coverage  of  his  services. 

A  Christian  Science  practitioner  is  a  member  in  good  standing 
of  the  Mother  Church,  The  First  Church  of  Christ,  Scientist,  in 
Boston,  Mass.,  who  practices  healing  in  accordance  with  the  teach- 
ings of  Christian  Science.  Christian  Science  practitioners  are  specifi- 
cally exempted  from  licensing  by  State  laws.  Some  Christian  Science 
practitioners  also  do  work  as  Christian  Science  teachers  or  lecturers. 
Income  received  by  practitioners  as  teachers  or  lecturers  is  treated  the 
same  as  income  from  their  work  as  practitioners.  Christian  Science 
readers  have  the  status  of  ordained,  commissioned,  or  licensed  minis- 
ters, and  can  elect  coverage  in  the  same  way  as  ministers. 

1131.  An  ELECTION  TO  BE  COVERED  BY  SOCIAL  SECURITY  IS  MADE  by 

filing  a  waiver  certificate  (Form  2031)  with  the  Internal  Revenue 
Service.  The  certificate  must  be  filed  on  or  before  the  due  date  or 
any  extension  of  the  due  date  of  the  individual's  tax  return  for  his 
second  taxable  year  ending  after  1954  in  which  he  has  net  earnings 
of  $400  or  more,  any  part  of  which  was  derived  from  the  exercise 
of  his  ministry,  the  performance  of  duties  of  his  order,  or  the  exer- 
cise of  his  profession  as  a  Christian  Science  practitioner.  The  2  years 
of  net  earnings  of  $400  or  more  need  not  be  consecutive. 

Failure  to  file  a  waiver  certificate  within  the  prescribed  time  will 
result  in  permanent  exclusion  from  coverage  as  a  self-employed 
clergyman  or  Christian  Science  practitioner,  except  as  noted  in 
§  1133. 
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1132.  The  election  is  effective  for  the  year  immediately  preced- 
ing the  year  for  which  the  due  date  for  filing  a  tax  return  has  not 
expired  at  the  time  of  making  the  election,  and  for  all  years  there- 
after. Thus,  a  certificate  filed  after  the  due  date  of  the  1966  return 
and  on  or  before  the  due  date  of  the  return  for  the  year  1967  would 
be  effective  for  the  year  1966. 

A  signed  and  dated  statement,  other  than  a  Form  2031,  filed  with 
the  District  Director  of  Internal  Revenue  indicating  a  desire  to  elect 
coverage  is  treated  the  same  as  a  waiver  certificate  if  the  person  later 
files  a  properly  executed  Form  2031  without  unnecessary  delay.  An 
application  for  a  social  security  number  is  not  treated  as  a  waiver 
certificate;  nor  is  the  payment  of  the  self-employment  contribution. 

1133.  An  extension  of  time  for  ministers  to  file  waivers  has 
been  granted  several  times  by  legislation.  The  latest  extension  is 
provided  by  the  Social  Security  Amendments  of  1965,  which  permit 
a  minister,  member  of  a  religious  order,  or  Christian  Science  practi- 
tioner who  would  otherwise  be  excluded  from  coverage  to  elect 
coverage  by  filing  a  waiver  certificate  by  the  due  date  of  the  tax  re- 
turn (including  any  extension  of  time  for  filing  the  tax  return)  for 
his  second  taxable  year  ending  after  1963.  This  means  that  in  the 
usual  case  a  minister  had  until  4/15/66  to  file.  A  certificate  filed 
under  this  extension  is  effective  for  his  first  taxable  year  ending  after 
1962  and  all  subsequent  years,  that  is,  in  the  usual  case  the  certificate 
is  effective  for  1963. 

The  Social  Security  Amendments  of  1965  also  permit  ministers 
who  filed  waiver  certificates  which  were  not  effective  for  the  first 
taxable  year  for  which  they  filed  timely  tax  returns  reporting  min- 
isterial earnings  as  self-employment  income  to  file  a  supplemental 
waiver  certificate  to  validate  such  reportings.  Supplemental  waiver 
certificates  must  be  filed  with  the  District  Director  of  Internal 
Revenue  and  applicable  self-employment  tax  contributions  paid 
before  April  16,  1967. 

The  amendments  also  permit  certain  survivors,  or  the  minister's 
estate  to  obtain  retroactive  validation  of  reportings  for  a  minister 
who  died  before  April  16,  1966,  by  filing  a  supplemental  waiver 
certificate  and  paying  applicable  self-employment  contributions  be- 
fore April  16,  1967. 

1134.  Service  by  a  chaplain  who  is  an  ordained,  commissioned, 
or  licensed  minister  as  an  employee  of  the  U.S.,  a  State  or  political 
subdivision,  or  foreign  government,  cannot  form  the  basis  of  cover- 
age as  a  self-employed  person.  A  chaplain  may  hoAvever  be  covered 
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as  an  employee  of  a  State  or  local  government  (see  chapter  10),  or 
as  a  member  of  the  uniformed  services  of  the  U.S.  (See  sections 
959  ff.) 
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Chapter  12 

Net  Earnings  From  Self-Employment 


1200.  Net  earnings  from  self-employment  defined. 

1201.  Self-employment  income  defined. 

1202.  Gross  business  income  defined. 

1203.  Death  of  partner  before  end  of  partnership  taxable  year. 

1204.  All  business  expenses  must  be  deducted. 

1205.  Stock  dividends  and  interest  on  bonds.  f~ 

1206.  Interest  received  by  dealer  in  stocks  or  securities. 

1207.  Interest  received  by  investor  in  stocks  and  bonds. 

1208.  Interest  and  dividends  received  by  stock  broker. 

1209.  Dividends  and  interest  received  by  partnerships. 

1210.  Gains  or  losses  excluded. 

1211.  Rental  allowance  of  minister. 

1212.  Computing  net  earnings  of  ministers  serving  abroad. 

1213.  Rentals  from  real  estate  excluded. 

1214.  Rent  received  by  real  estate  dealer. 

1215.  Rent  received  by  real  estate  broker. 

1216.  Room  and  apartment  rentals. 

1217.  Services  normally  provided  by  landlords. 

1218.  Services  rendered  for  convenience  of  occupant. 

1219.  Payment  for  space  in  parking  lots,  warehouses,  etc. 

1220.  Rental  income  from  two  or  more  operations. 

1221.  Farm  rental  income  counts  if  landlord  materially  participates. 

1222.  Farm   rental   agreement   must   provide   for   participation. 

1223.  Four  tests  for  material  participation. 

1224.  Test   1— Financial  contribution,  periodic  inspection,   and   consultation. 

1225.  Significance  of  financial  contribution. 

1226.  Costs  of  production  defined. 

1227.  Periodic  inspection  of  production  defined. 

1228.  Advice  and  consultation  defined. 

1229.  Combination  of  factors  showing  material  participation  required. 

1230.  Test  II— Making  decisions  affecting  success  of  enterprise. 

1231.  Test  III— 100  hours  of  work  over  5  week  period. 

1232.  Test  IV— Total  activities  considered  if  other  tests  not  met. 

1233.  Grazing  income. 

1234.  Income  from  sale  of  farm  products  raised  in  prior  years. 

1235.  Soil  bank  payments. 

1236.  Payments  under  the  cropland  conversion  payments  program. 

1237.  Optional  methods  of  figuring  net  farm  earnings. 

1238.  Gross  farm  income  for  optional  method  of  reporting. 

1239.  Landlord's  share  of  crop  not  includible  in  gross  income  of  share-farmer. 

1240.  Only  farm  income  may  be  included  in  gross  farm  income. 

1241.  Income  from  all  farm  operations  must  be  treated  similarly. 

1242.  Combining  farm  and  nonfarm  net  earnings  from  self-employment. 

1243.  Table  summarizing  effect  of  optional  method. 

1244.  Changing  method  used  to  figure  net  farm  earnings. 
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1200.  Net  earnings  from  self-employment  are,  with  certain  ex- 
ceptions, the  total  gross  income,  as  computed  under  the  income  tax 
law,  derived  by  an  individual  from  a  trade  or  business,  less  the  de- 
ductions (including  the  allowances  for  depreciation)  attributable  to 
such  trade  or  business  which  he  is  allowed  to  take  in  computing  his 
income  tax.  When  he  has  more  than  one  business,  net  earnings  are 
the  combined  net  profits  or  losses  realized  from  both  or  all  of  his 
businesses.  Net  earnings  also  include  the  distributive  shares  of 
ordinary  net  income  (or  loss)  from  partnerships.  If  an  item  of  in- 
come cannot  be  included  in  gross  earnings  from  self-employment, 
the  expenses  connected  with  the  acquisition  of  such  income  cannot 
be  allowed  as  deductions  in  figuring  net  earnings  from  self-employ- 
ment. 

The  meanings  of  terms  applicable  to  the  computation  of  income 
for  income  tax  purposes  are  also  applicable  to  the  computation  of 
net  earnings  from  self-employment.  For  information  regarding  the 
computation  of  income  subject  to  income  and  self-employment  tax 
contributions^see  the  tax  guides  available  from  the  District  Director 
of  Internal  Revenue,  especially:  Farmer's  Tax  Guide,  Internal  Rev- 
enue Service  Publication  No.  225,  and  Tax  Guide  for  Small  Business, 
Internal  Revenue  Service  Publication  No.  334. 

1201.  Self-employment  income  means  the  net  earnings  from  self- 
employment  of  an  individual  for  a  taxable  year,  with  the  following 
qualifications: 

A.  The  net  earnings  for  the  taxable  year  must  be  at  least  $400. 

(Subject  to  certain   limitations,   a  farmer  has  an  optional 
method  of  computing  his  net  earnings— see  §  1237.) 

B.  The  trade  or  business  must  be  covered  by  social  security. 

C.  The  earnings  must  not  have  been  derived  by  a  nonresident 
alien.  Noncitizen  residents  of  Puerto  Rico,  the  Virgin  Islands, 
Guam,  or  American  Samoa  are  not  considered  "nonresident 
aliens"  of  the  U.S.  (For  taxable  years  beginning  before  1961, 
noncitizens  residing  in  Guam  or  American  Samoa  were  con- 
sidered "nonresident  aliens"  for  purposes  of  this  provision.) 

D.  Self-employment  income  cannot  exceed  $6,600—  ($4,800  for 
taxable  years  ending  before  1966  and  after  1958;  $4,200  for 
taxable  years  ending  before  1959  and  after  1954;  $3,600  for 
taxable  years  beginning  after  1950  and  ending  before  1955), 
less  the  wages  subject  to  social  security  contribution  paid  the 
individual  during  the  taxable  year. 

Net  earnings  from  self-employment  and  self-employment  income 
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are  not  the  same.  Only  that  part  of  net  earnings  which  is  included 
in  the  term  "self-employment  income"  is  subject  to  social  security 
contribution  and  counted  for  social  security  benefit  purposes.  (How- 
ever, even  if  net  earnings  do  not  count  for  these  purposes,  they  are 
included  in  figuring  the  amount  of  benefits  which  must  be  withheld 
under  the  annual  earnings  test.  See  chapter  18.) 

1202.  Gross  business  receipts  for  social  security  purposes  include, 
among  other  things,  professional  fees  received,  compensation  for 
services  (other  than  as  an  employee),  pay  for  work  done  on  contract, 
and  income  from  the  sale,  exchange,  or  conversion  of  goods  held  for 
sale  in  the  ordinary  course  of  business.  It  does  not  include  income 
from  the  sale,  exchange,  or  conversion  of  business  assets  which  are 
not  part  of  business  inventory,  such  as  delivery  trucks  and  office 
equipment.  Dividends,  interest,  capital  gains  and  losses,  and  rental 
income  from  real  property  are  also  generally  excluded.  In  computing 
gross  income,  the  cost  of  goods  which  a  person  takes  from  his  busi- 
ness for  personal  and  family  use  must  be  excluded  from  the  total 
amount  of  merchandise  bought  for  sale. 

1203.  When  a  partner  dies  and  the  partnership  taxable  year  is  not 
ended  with  his  death,  a  proportionate  share  of  the  partnership's 
profit  or  loss  (excluding  that  part  attributable  to  his  interest  in  the 
partnership  for  months  after  the  month  he  died)  is  credited  to  the 
deceased  partner.  This  distributive  share  of  the  deceased  partner  is 
figured  as  if  the  partnership  profit  had  been  made  (or  loss  sustained) 
at  a  uniform  rate  for  each  month  of  the  partnership  taxable  year. 

Example:  A,  B,  and  C  were  partners  sharing  in  profits  and 
losses  in  the  proportions  of  2/9,  3/9,  and  4/9  respectively;  how- 
ever, A  had  a  guaranteed  payment  of  $2,400  a  year  because  of  his 
investment  in  the  business.  A  died  10/15/66.  During  the  partner- 
ship taxable  year  which  ended  6/.30/67,  the  partnership  profit 
amounted  to  $15,000.  Deducting  A's  share  due  to  his  capital  in- 
terest leaves  $12,600  or  $1,050  per  month.  A  is  entitled  to  2/9  of 
$1,050  for  4  months  or  $933.33.  He  is  also  entitled  to  4/12  of  the 
$2,400  guaranteed  payment  due  to  his  interest  in  the  business. 
Adding  $800  to  $933.33  gives  $1,733.33  as  A's  distributive  share  of 
partnership  earnings  which  is  creditable  for  social  security  pur- 
poses for  the  year  of  his  death. 

1204.  All  allowable  business  expenses  must  be  taken  in  com- 
puting net  earnings  from  self-employment.  The  operator  of  a  busi- 
ness who  becomes  liable  for  a  business  expense  must  take  the  de- 
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duction  even  though  actual  payment  of  the  expense  is  made  by 
someone  else.  For  example,  if  a  father  rents  the  property  where  he 
conducts  his  business  and  the  son  pays  the  rent,  the  rental  expenses 
must  be  deducted  by  the  father  because  he  became  liable  for  the  ex- 
pense. On  the  other  hand,  if  the  son  owned  the  property  where 
the  business  was  being  conducted,  expenses  such  as  taxes,  insurance, 
repairs,  etc.,  paid  by  the  son  in  connection  with  the  property  cannot 
be  taken  by  the  father  because  the  father  did  not  become  liable  for 
them. 

A  deduction  for  an  expense  must  be  taken  even  though  it  is  paid 
with  something  other  than  cash.  Expenses  paid  in  property  are 
deductible,  usually  in  the  amount  of  the  cost  or  "adjusted  basis" 
(generally  its  cost  less  the  amount  it  has  depreciated)  of  the  prop- 
erty transferred.  ^ 

1205.  DivroENDS  on  stock  and  interest  on  bonds  do  not  count 
FOR  SOCIAL  SECURITY  uulcss  they  are  received  in  the  course  of  busi- 
ness by  a  dealer  in  stocks  or  securities.  The  term  "bond"  includes  de- 
bentures, notes,  certificates,  and  other  evidence  of  indebtedness 
issued  with  interest  coupons  or  in  registered  form  by  a  corporation. 
Bonds  also  include  government  bonds. 

Other  interest  received  in  the  course  of  business  does  count  for 
social  security.  For  example,  interest  received  by  a  pawnbroker  on 
his  loans  and  interest  received  by  a  merchant  on  his  accounts  or 
notes  receivable  are  included  in  computing  net  earnings  from  self- 
employment. 

1206.  A  DEALER  IN  STOCKS  OR  SECURITIES  is  ouc  who  regularly  en- 
gages in  buying  stocks  and  bonds  in  his  own  name  and  selling  them 
to  his  customers  for  a  profit.  He  does  not  buy  for  the  purpose  of  ob- 
taining dividends  or  interest.  He  buys  for  "stock  in  trade"  as  another 
merchant  buys  drugs  or  dresses  or  groceries. 

The  dividends  and  interest  that  a  dealer  in  securities  receives  from 
stocks  and  bonds  while  they  are  in  his  inventory  are  earnings  from 
self-employment.  Securities  bought  by  a  dealer,  which  are  not  held 
for  resale,  are  not  part  of  his  trade  or  business.  They  are  his  personal 
investment,  and  the  interest  and  dividends  he  receives  do  not  count 
as  earnings  from  self-employment. 

1207.  Interest  and  dividends  received  by  a  trader  or  other  per- 
son who  holds  stocks  and  bonds  as  an  investment  are  not  counted 
for  social  security.  A  person  who  is  not  a  dealer  in  securities  may  buy 
and  sell  stocks  and  bonds  either  for  investment  or  in  order  to  make 
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a  profit  as  a  trader.  A  "trader"  is  a  person  who  buys  and  sells  for  his 
own  account  only. 

1208.  A  STOCK  BROKER  buys  and  sells  stocks  and  bonds  as  an  agent 
of  the  actual  owners.  He  does  not  buy  or  sell  in  his  own  name;  his 
profit  comes  from  his  commissions. 

Frequently  a  dealer  in  securities  will  also  be  a  broker.  In  that 
:case  both  his  profits  as  a  broker  and  his  profits  as  a  dealer  in  securi- 
ties are  included  in  net  earnings.  Dividends  and  interest  paid  him 
on  securities  while  they  were  part  of  his  stock  in  trade  are  counted. 

1209.  Partnerships  are  treated  like  individuals  when  it  comes  to 
the  dividend  and  interest  exclusion.  Dividends  and  interest  on  se- 
curities held  for  investment  are  excluded  from  net  earnings  of  the 
partners.  However,  if  a  partnership  is  in  business  as  a  securities 
dealer,  income  on  the  securities  held  for  resale  by  the  partnership 
is  included  as  net  earnings  of  the  partners. 

1210.  Gains  or  losses  from  the  disposition  of  certain  prop- 
erties are  not  counted  for  social  security.  These  excluded  gains  or 
losses  arise  from: 

A.  The  sale  or  exchange  of  a  capital  asset;  or 

B.  The  cutting  of  timber  or  disposal  of  timber,  coal,  or  iron  ore, 
even  though  held  primarily  for  sale  to  customers,  if  §  631 
of  the  Internal  Revenue  Code  of  1954  applies;  or 

C.  The  sale,  exchange,  involuntary  conversion,  or  other  disposi- 
tion of  property  which  is  not: 

1.  Stock  in  trade  or  other  property  of  a  kind  that  would 
properly  be  includible  in  inventory  if  it  was  on  hand  at 
the  close  of  the  taxable  year;  or 

2.  Property  held  primarily  for  sale  to  customers  in  the  ordi- 
nary course  of  business. 

1211.  A  minister  who  has  elected  to  be  covered  by  social  se- 
curity must  include  in  his  net  earnings  from  self-employment: 

A.  The  rental  value  of  a  home  furnished  to  him  as  part  of  his 
compensation; 

B.  A  rental  allowance  paid  to  him  as  part  of  his  compensation; 
and 

C.  The  value  of  any  meals  or  lodging  furnished  to  him  in  connec- 
tion with  services  performed  in  the  exercise  of  his  ministry. 

However,  the  Internal  Revenue  Code  excludes  these  items  from 
gross  income  for  income  tax  purposes. 
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1212.  A  MINISTER  OR  MEMBER  OF  A  RELIGIOUS  ORDER  SERVING  ABROAD 

must  figure  his  net  earnings  from  self-employment  exactly  as  though 
he  were  living  in  the  U.S.  if: 

A.  He  is  a  citizen  of  the  U.S.  employed  by  an  "American  em- 
ployer"   (§  972    defines  an  American  employer);  or 

B.  He  is  a  citizen  of  the  U.S.  performing  services  as  a  minister 
and  has  a  congregation  composed  predominantly  of  citizens 
of  the  U.S. 

1213.  Rentals  from  real  estate  do  not  count  for  social  se- 
curity unless: 

A.  The  rentals  are  received  in  the  course  of  a  trade  or  business 
by  a  real  estate  dealer  (see  §§  1214-1215);  or 

B.  Services  are  rendered  primarily  for  the  convenience  of  the 
occupant  of  the  premises  (see  §  1218);  or 

C.  In  the  case  of  farm  rental  income,  the  farm  landlord  ma- 
terially participates  in  the  production  or  in  the  management 
of  the  production  of  farm  commodities  on  land  he  rents  to 
someone  else  (see  §§  1221-1232). 

1214.  A  real  estate  dealer  is  one  who  is  engaged  in  the  business 
of  selling  real  estate  for  a  profit.  Real  estate  is  his  stock  in  trade.  He 
holds  himself  out  as  available  to  buy  and  sell  property  and  he  is 
regularly  engaged  in  negotiating  sales  of  property  which  he  owns. 
Rentals  from  real  estate  which  he  is  holding  for  sale  in  the  ordinary 
course  of  his  trade  or  business  are  earnings  from  self-employment. 
The  profit  he  gets  from  selling  the  real  estate  is  also  earnings  from 
self-employment. 

Property  held  for  personal  use  or  as  investment  is  not  held  for 
sale.  Rentals  received  from  such  property  are  not  considered  earn- 
ings from  self-employment  because  they  are  not  received  in  the 
regular  course  of  a  trade  or  business.  Such  property  is  not  "stock 
in  trade." 

1215.  A  real  estate  broker  buys,  sells,  and  rents  properties  owned 
by  someone  other  than  himself.  He  acts  as  agent  and  is  paid  a  fee 
for  his  services.  These  fees  are  included  in  his  earnings  from  self- 
employment.  He  may  also  take  title  in  his  own  name  to  some  prop- 
erties until  he  can  find  a  buyer.  Income  from  the  sale  or  rental  of 
these  properties  must  be  included  in  his  earnings  from  self-employ- 
ment. 
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1216.  Income  from  renting  rooms  or  apartments  does  not  count 
for  social  security  unless  personal  services  are  rendered  primarily  for 
the  convenience  of  the  occupant.  Income  from  renting  prop>erty  for 
business  or  commercial  use,  such  as  a  store,  factory,  office  space,  etc., 
is  excluded  from  earnings  from  self-employment  regardless  of  the 
amount  of  services  rendered  for  the  convenience  of  the  tenant. 

1217.  Services  of  the  type  which  are  normally  provided  by 
LANDLORDS  in  maintaining,  protecting,  or  improving  the  premises  do 
not  count  toward  covering  the  rental  income  under  social  security. 
These  include  furnishing  heat,  light,  water,  elevators,  painting,  re- 
pairing and  redecorating,  maintaining  and  replacing  items  fur- 
nished, collecting  trash  and  garbage,  cleaning  hallways,  common 
bathrooms  and  entrances,  and  cleaning  the  premises  after  the  tenant 
leaves. 

1218.  If  services  are  rendered  primarily  for  the  convenience 
OF  THE  occupant  OF  the  dwelling  space,  the  rental  income  is 
counted.  These  services  may  consist  of  room  service,  making  beds, 
furnishing  linens  and  towels,  providing  laimdry  service,  preparing 
and  serving  meals,  sweeping  and  mopping  floors,  dusting  and  clean- 
ing, washing  dishes,  cleaning  bathroom  fixtures,  emptying  waste- 
baskets,  and  picking  up  and  replacing  scattered  or  misplaced  articles. 

No  particular  service  or  combination  of  these  services  will  neces- 
sarily cause  the  income  to  be  counted  for  social  security.  Each  case 
must  be  considered  by  itself. 

1219.  Payments  for  the  use  or  occupancy  of  space  in  parking 
LOTS,  warehouses,  or  storage  garages,  generally  are  not  excluded  from 
social  security  as  rentals  from  real  estate. 

1220.  Rental  income  from  two  or  more  types  of  operations  is 
treated  separately  in  figuring  net  earnings  from  self-employment. 
Rental  income  does  not  count  for  social  security  even  if  the  person 
has  income  from  other  property  such  as  a  boardinghouse  which  is 
includible  in  earnings  from  self-employment. 

Some  persons  rent  part  of  their  property  with  significant  services 
furnished  and  part  without  such  services.  Income  from  the  property 
rented  with  services  is  counted  while  the  income  from  the  other 
property  is  not  counted.  The  expenses  attributable  to  each  type  of 
operation  should  be  charged  accordingly. 

1221.  Farm  rental  income  counts  as  net  earnings  from  self-em- 
ployment if,  in  accordance  with  the  rental  arrangement,  the  land- 
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lord,  either  personally  or  through  an  agent,  materially  participates 
in  the  production  or  managament  of  the  production  of  the  crop  or 
livestock.  Rental  income  received  by  landlords  who  do  not  ma- 
terially participate  does  not  count  for  social  security. 

"Landlord"  means  anyone  who  has  rented  land  to  another  in- 
dividual, whether  the  land  is  owned  by  him  or  rented  by  him  from 
a  third  party. 

"Agent"  means  any  person  or  firm  having  expressed  or  implied 
authority  to  act  on  behalf  of  the  landlord.  Farm  management  firms, 
banks,  accountants,  attorneys,  neighbors,  relatives,  or  friends,  may 
act  as  agents  of  the  landlord  for  material  participation  purposes. 
(Activities  performed  by  the  landlord's  employees  within  the  scope 
of  their  employment  are  considered  attributable  to  the  employer 
and  count  toward  material  participation.) 

1222.  The  farm  rental  arrangement  must  contemplate  that 

THE  landlord,  HIS  AGENT,  OR  THE  TWO  TOGETHER,  WILL  MATERIALLY 

participate  in  the  production  of  the  farm  commodities.  It  does  not 
matter  whether  the  landlord  or  the  agent  has  secured  the  tenant  and 
executed  the  rental  agreement.  The  arrangement  as  to  material  par- 
ticipation may  be  in  writing  or  it  may  be  oral.  If  the  agreement  is 
oral,  the  landlord  must  be  able  to  prove  that  it  provides  for  ma- 
terial participation  by  him. 

The  arrangement  is  the  mutual  understanding  between  the  land- 
lord and  the  tenant,  whether  executed  by  the  landlord  himself  or  by 
his  agent.  In  some  cases,  the  written  agreement  or  lease  may  not 
cover  all  the  details  of  the  understanding  between  the  landlord  and 
tenant.  If  the  written  agreement  is  supplemented  by  an  oral  agree- 
ment which  calls  for  the  landlord's  participation,  material  participa- 
tion may  be  established  if  he  actually  participated  in  line  with  the 
agreement. 

1223.  There  are  4  tests  which  are  used  in  determining  whether  a 
landlord  is  materially  participating  in  the  production  of  farm  com- 
modities. If  he  has  an  agent  acting  for  him,  the  latter's  activities,  to- 
gether with  his  own,  must  be  considered  in  applying  these  tests,  as 
set  out  in  §§  1224-1232  below. 

1224.  Under  test  i  material  participation  is  established  if  the  land- 
lord has  an  arrangement  for  participation  and  does  any  3  of  the 
following,  either  personally,  through  his  agent,  or  together  with  his 
agent: 
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A.  Advances,  pays,  or  stands  good  for  a  significant  part  of  the  cost 
of  production. 

B.  Furnishes  a  significant  part  of  the  tools,  equipment,  and  live- 
stock used  in  producing  the  commodities. 

C.  Makes  periodic  inspections  of  the  production  activities. 

D.  Advises  and  consults  with  the  tenant  periodically. 

1225.  There  is  no  precise  amount  which  can  be  called  a  signifi- 
cant PART  of  the  cost  of  production  or  of  the  tools,  equipment,  and 
livestock.  One-half  or  more  of  the  tools,  equipment,  and  livestock 
used  in  producing  the  commodity  or  one-half  or  more  of  the  costs 
of  producing  the  commodity  would  usually  be  a  significant  part. 
Whether  any  percentage  less  than  50  percent  is  a  significant  part  de- 
pends on  all  of  the  facts. 

1226.  The  costs  of  production  are  those  expenses  that  relate  di- 
rectly to  the  production  of  the  commodity,  such  as  feed,  seed,  plants, 
fertilizer,  fuel,  machinery  repair,  pesticides,  and  other  supplies. 

Living  expenses  paid  by  the  landlord  for  the  tenant  and  his  fam- 
ily are  not  costs  of  production.  Also,  overhead  expenses  such  as  taxes, 
depreciation,  etc.,  are  not  costs  of  production  for  this  purpose.  In 
addition,  the  value  of  the  labor  furnished  by  the  tenant  cannot  be 
counted  in  figuring  the  costs  of  production  for  this  purpose. 

1227.  Periodic  inspection  of  the  production  activities  counts 
toward  ma'erial  participation  if  it  is  conducted  to  promote  produc- 
tion. Thus,  for  a  landlord's  inspection  activities  to  be  counted  they 
must  be  for  the  purpose  of  seeing  whether  the  farm  work  is  being 
done  properly,  whether  anything  else  needs  to  be  done,  or  when 
it  should  be  done.  Mere  inspection  to  determine  the  condition  of  the 
buildings,  fences,  or  other  improvements  does  not  count.  The  nature 
and  size  of  the  farming  activities  determine  how  often  the  inspecting 
needs  to  be  done.  Making  inspections  during  the  soil  preparation, 
planting,  cultivating,  and  harvesting  seasons  counts  even  if  there 
is  no  inspection  activity  during  some  of  the  growing  season.  By  itself, 
inspecting  the  farming  activities,  regardless  of  how  often  it  is  done,  is 
not  enough.  However,  regular  and  frequent  inspection  of  the  pro- 
duction activities,  combined  with  other  things  showing  participa- 
tion, may  be  enough. 

1228.  Advice  and  consultation,  to  be  counted  toward  material 
participation,  must  be  in  connection  with  what,  where,  when,  or 
how  things  are  to  be  done  in  producing  the  commodities.  It  need 
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not  be  connected  directly  with  the  actual  planting,  cultivating,  and 
harvesting  work  but  may  be  connected,  for  instance,  with  deciding 
what  crops  are  to  be  planted,  the  type  of  seed  to  be  used,  how  much 
fertilizer  or  spray  should  be  used,  when  and  at  what  price  the  crops 
should  be  sold,  etc.  Advice  and  consultation  does  not  count  unless 
the  arrangement  provides  for  it.  Advice  and  consultation  alone, 
regardless  of  how  frequent,  is  not  material  participation.  If  the 
landlord  does  other  things,  like  making  periodic  inspections  and 
doing  some  of  the  work,  this  may  be  enough,  with  his  advice  and 
consultation,  to  be  material  participation. 

1229.  Advancing,  paying,  or  standing  good  for  a  significant  part 
of  production  costs  or  furnishing  a  significant  part  of  the  equipment, 
tools,  and  livestock  helps  to  show  that  the  landlord  may  be  materially 
participating,  but  these  two  factors  alone  are  not  enough.  Even  pay- 
ing all  the  expenses  and  furnishing  all  the  equipment,  tools,  and 
livestock  are  not  enough  to  establish  material  participation.  But  if 
a  landlord  also  participates  in  some  other  way  to  a  significant  de- 
gree, such  as  periodically  inspecting  the  crop  or  advising  and  con- 
sulting with  the  tenant,  he  is  participating  to  the  required  degree. 

1230.  Under  test  ii  a  landlord  may  be  materially  participating  if 
he  regularly  and  frequently  makes  decisions  which  significantly  af- 
fect the  success  of  the  enterprise.  Making  final  decisions  contribut- 
ing to  or  affecting  the  success  of  the  enterprise,  such  as  what,  when, 
and  where  to  plant,  cultivate,  dust,  or  spray,  when  to  harvest  the 
crop,  what  goods  to  buy,  sell,  or  rent,  what  standards  to  follow,  what 
records  to  keep,  reports  to  make,  bills  to  pay,  etc.,  counts  toward 
material  participation. 

1231.  Under  test  hi  a  landlord  is  materially  participating  if  he 
works  at  least  100  hours  spread  over  5  or  more  weeks  (not  neces- 
sarily consecutive)  on  activities  connected  with  the  production 
of  the  crop.  If  he  does  less  than  100  hours  of  work  or  works  in  less 
than  5  different  weeks,  he  may  still  be  materially  participating  if  the 
Avork  he  does  adds  up  to  a  significant  contribution  to  the  production 
of  the  crop.  If  the  work  is  not  enough,  in  itself,  to  establish  material 
participation,  it  is  considered  along  with  the  other  things  he  does 
which  help  establish  material  participation.  In  case  of  doubt,  the 
advice  of  the  nearest  social  security  district  office  or  the  District 
Director  of  Internal  Revenue  should  be  sought. 

Neither  the  landlord  nor  his  agent  has  to  help  with  the  actual 
plowing,  hoeing,  etc.  The  work  may  be  making  purchases,  keeping 
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the  records,  caring  for  the  livestoc  k,  or  repairing  buildings,  fences, 
and  farm  equipment  used  in  connection  with  the  production  of  the 
crop.  However,  if  the  landlord  works  as  the  employee  of  his  tenant, 
for  which  he  is  paid  separately,  that  work  does  not  count  toward 
material  participation. 

1232.  Under  test  iv  the  landlord's  total  activities,  including  those 
of  his  agent,  may  be  material  participation  even  if  the  tests  in  §§ 
1224-1231  are  not  met.  Those  tests  are  for  the  more  common  types 
of  arrangements.  There  may  be  different  types  of  situations  or 
combinations  of  factors  that,  based  on  the  total  picture,  make  for 
material  participation.  Advice  regarding  any  doubtful  case  may  be 
obtained  from  the  nearest  social  security  district  office  or  the  District 
Director  of  Internal  Revenue. 

1233.  Grazing  income  may  be  earnings  from  self-employment  un- 
der certain  conditions.  Landowners  make  various  types  of  arrange- 
ments for  the  pasturing  of  livestock  on  their  land.  The  income  is 
earnings  from  self-employment  if  the  landowners  perform  services 
beyond  those  which  landlords  usually  perform  for  the  protection, 
maintenance,  or  improvement  of  their  own  land.  These  extra  ser\'- 
ices  may  include  regidar  coimting  of  the  livestock,  looking  for 
strays,  veterinary  services,  providing  food  and  water,  protecting  the 
livestock  from  exposure  to  disease  from  other  animals  in  the  same 
pasture,  or  any  other  services  showing  that  the  landowner  has  re- 
sponsibility for  the  care  of  the  livestock. 

1234.  Income  from  the  sale  of  farm  products  grown  or  raised 
in  prior  years  is  earnings  from  self-employment.  This  is  so  even  if 
the  farmer  stopped  farming  before  the  year  in  which  he  received 
the  income.  If  he  sells  grain  in  1966  which  he  raised  in  1965,  he  has 
earnings  from  self-employment  in  1966  even  if  he  stopped  farming 
in  1965. 

1235.  Soil  bank  payments  under  the  conservation  reserve  pro- 
gram are  made  to  farm  owners  and  operators  ^vho  agree  to  withdraw 
all  or  part  of  their  land  from  production  and  engage  in  specified  con- 
servation practices  on  the  land.  All  payments  under  this  program 
to  farm  operators  are  includible  in  computing  net  earnings. 

A  conservation  reserve  payment  received  by  a  landlord  from  a 
rented  farm  is  includible  in  net  earnings  only  if  the  landlord  meets 
the  "material  participation"  requirement  described  in  §§1221- 
1232. 
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During  the  years  1956  through  1958,  the  soil  bank  included  an 
acreage  reserve  program  as  well  as  the  conservation  reserve  program. 
Acreage  reserve  payments  are  includible  in  earnings  from  self-em- 
ployment under  the  same  conditions  as  conservation  reserve 
payments. 

1236.  Payments  under  the  cropland  conversion  program  are 
made  to  farmers  who  enter  into  long-range  contracts  with  the 
Secretary  of  Agriculture  to  convert  farm  land  to  other  constructive 
uses,  such  as  picnic  ground  or  other  public  recreation  areas.  Pay- 
ments under  this  program  to  a  self-employed  farm  operator  or  to  a 
materially  participating  landlord  generally  are  includible  in  net 
earnings. 

1237.  The  net  earnings  of  farmers  are  generally  computed  in 
the  same  way  as  those  of  other  taxpayers  except  for  the  options 
available  to  farmers.  These  optional  methods  operate  as  follows: 

A.  If  a  person  has  gross  income  from  farming  of  $2,400  or  less 
during  a  taxable  year  beginning  after  December  31,  1965,  he 
may  count  as  his  net  earnings  from  farming  either  his  actual 
net  farm  earnings  or  two-thirds  of  his  gross  farm  income.  (For 
taxable  years  beginning  before  January  1,  1966,  the  two- 
thirds  option  was  available  if  gross  income  from  farming 
was  $1,800  or  less.) 

B.  If  a  person's  gross  income  from  farming  is  over  $2,400  and  his 
net  farm  earnings  are  less  than  $1,600  during  a  taxable  year 
beginning  after  December  31,  1965,  he  may  report  as  his  net 
earnings  from  farming  either  his  actual  net  farm  earnings  or 
$1,600.  (For  taxable  years  beginning  before  January  1,  1966, 
a  farmer  had  the  option  to  report  his  net  earnings  as  $1,200 
if  they  were  under  $1,200  but  his  gross  income  from  farming 
was  over  $1,800.) 

If  a  person's  gross  farm  income  is  more  than  $2,400  and  his  actual 
net  farm  earnings  are  over  $1,600,  he  must  report  his  actual  net  farm 
earnings.  In  this  situation,  the  optional  method  of  reporting  farm 
income  is  not  applicable. 

Example:  A  farmer's  gross  farm  income  was  $2,700  and  his  net 
farm  profit  was  $800.  He  may  report  either  $800  or  $1,600  as  his 
net  farm  earnings.  Even  if  he  had  operated  at  a  loss,  he  still  could 
have  reported  $1,600.  If  his  net  farm  profit  had  exceeded  $1,600, 
he  would  have  had  no  choice  but  to  report  his  actual  net  farm 
profits  as  his  net  earnings  from  farm  self-employment.  (See  §  1243 
for  table  explaining  the  option.) 
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The  optional  method  may  be  used  for  one  year  and  not  for  the 
next.  If  it  is  used,  it  must  be  applied  to  all  farm  earnings  from  self- 
employment  for  the  year.  It  may  be  used  to  increase  or  decrease  his 
reported  net  farm  earnings  and  it  may  be  used  even  if  the  farming 
operation  resulted  in  a  loss. 

1238.  Gross  farm  income  for  purposes  of  optional  reporting  is 
the  gross  receipts  of  the  farm  business  minus  the  cost  of  items  pur- 
chased and  sold  in  carrying  on  that  business.  Gross  farm  income 
may  be  determined  as  follows: 

A.  For  a  single  proprietor,  use  the  gross  farm  profits  as  computed 
on  Schedule  F. 

B.  For  a  partner,  first,  the  gross  income  of  the  partnership  is 
figured  the  same  as  for  a  single  proprietorship.  Then,  the  gross 
income  is  allocated  to  each  partner  on  the  agreed  profit-shar- 
ing basis.  But  if  a  partner  received  guaranteed  payments  for 
services  or  use  of  capital,  each  partner's  gross  farm  income 
is  determined  as  follows: 

1.  The  partnership's  gross  income  is  determined  as  for  a 
single  proprietorship;  and 

2.  The  total  of  all  guaranteed  payments  made  to  all  partners 
for  services  or  use  of  capital  is  deducted  from  the  partner- 
ship's gross  income;  and 

3.  The  balance  of  the  partnership  gross  income  is  allocated 
to  each  partner  on  the  agreed  profit-sharing  basis  (this 
represents  each  partner's  distributive  share  of  the  partner- 
ship's gross  income);  and 

4.  The  partner  adds  his  own  guaranteed  salary  to  his  dis- 
tributive share  of  the  partnership  gross  income.  The  total 
represents  his  gross  income  from  the  partnership. 

1239.  The  landlord's  share  of  a  crop  is  not  includible  in  the 
gross  farm  income  of  a  self-employed  share-farmer.  Thus,  where  the 
share-farmer  turns  over  the  landlord's  share  of  the  crop  directly  to 
him,  the  share-farmer  must  exclude  the  value  of  such  share  from  his 
gross  farm  income.  Likewise,  where  the  share-farmer  sells  the  land- 
lord's share  as  well  as  his  own,  the  amount  he  turns  over  to  the  land- 
lord must  be  excluded  from  the  share-farmer's  gross  farm  income. 
In  these  situations,  the  share-farmer  acts  as  an  agent  for  the  landlord. 

1240.  Only  "farm"  earnings  can  be  used  in  figuring  gross  farm 
INCOME.  Income  from  the  sale  of  timber  is  farm  income  if  the  follow- 
ing three  conditions  exist: 
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A.  The  timber  was  grown  on  the  farm;- 

B.  The  income  from  the  timber  sales  is  not  treated  as  a  capital 
gain;  and 

C.  The  timber  operation  is  incidental  to  or  tied  in  with  the 
operation  of  the  farm  so  that  farming  and  timber  activities 
constitute  one  business. 

When  a  farmer  receives  substantial  income  from  timber  sales  and 
has  employees  who  are  assigned  to  work  only  in  timber  operations, 
generally  he  has  two  businesses— a  farm  and  a  timber  business.  In 
that  case,  income  from  the  timber  operations  is  not  considered  to  be 
farm  income. 

1241.  All  farm  income  must  be  included  in  figuring  the  net  farm 
earnings  under  the  option,  i.e.,  the  income  from  all  the  farming 
activities  carried  on,  either  as  a  sole  proprietor  or  as  a  partner,  must 
be  combined  and  treated  as  if  it  had  been  derived  from  one  trade 
or  business.  The  option  cannot  be  used  for  one  farm  business  and 
the  regular  method  for  another  farm  business. 

1242.  A  farmer  who  has  net  earnings  or  losses  from  a  nonfarm 
BUSINESS  must  combine  them  with  his  net  farm  earnings  (either 
actual  or  as  computed  under  the  option)  in  figuring  his  net  earnings. 
Thus,  a  farmer  having  gross  farm  income  of  $300  and  a  net  loss  from 
the  farm,  may  still  add  two-thirds  of  $300  (i.e.,  $200)  to  his  net  earn- 
ings from  a  nonfarm  business.  A  farmer  with  net  earnings  from 
farming  of  $1,600  and  a  net  loss  from  a  nonfarm  business  of  $1,400 
has  net  earnings  of  only  $200  for  the  year  and  so  has  no  self-employ- 
ment income  for  social  security  purposes  for  the  year. 

1243.  The  following  table  summarizes  the  effect  of  the  op- 
tional METHOD  of  figuring  the  amount  of  self-employment  income 
to  be  reported  when  there  are  no  nonfarm  earnings  from  self-em- 
ployment for  years  beginning  after  1965: 


If  the  gross  farm 
income  is: 

And  the  net  farm 
profit  is: 

The  self-employment  income  to  be 
reported  is: 

Regular 
method 

Optional  method 

Under  $600  

Under  $400 

None   

Actual  net 

None   

Actual  net 

None. 

Under  $600 

$400  to  $599  

Under  $400  

None. 

$600  to  $2,400 

Two-thirds  of  gross. 

$600  to  $2,400 

$400  to  $2,400  

Two-thirds   of  gross. 
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If  the  gross  farm 
income  is: 

And  the  net  farm 
profit  is: 

The  self-employment  income  to  be 
reported  is: 

Regular 
method 

Optional  method 

More  than  S2,40O 

Under  $400 

None   

Actual  net 

Actual  net 

$1,600 

More  than  $2,400  

More  than  $2,400 

$400  to  $1,599  _.. 

$1,600  and  over 

$1,600. 
Actual  net.' 

'  Option  cannot  be  used. 

1244.  The  method  used  to  figure  net  farm  earnings  may  be 
CHANGED  (either  from  actual  net  to  optional  net  or  the  reverse)  after 
the  tax  return  has  been  filed.  The  change  can  be  effected  at  the  elec- 
tion of  the  taxpayer,  or  someone  qualified  to  act  on  his  behalf  if 
he  is  incompetent  or  deceased. 
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Chapter  13 

Wages 


1300.  Wages  for  social  security  purposes. 

1301.  Maximum  earnings  creditable  in  any  one  year. 

1302.  Actual  or  constructive  payment  of  wages. 

1303.  Cash-pay  tests. 

1304.  Pay  for  work  for  nonprofit  organization. 

1305.  Pay  for  military  service  after  1956. 

1306.  Wage  credits  for  military  service  before  1957. 

1307.  Pay  for  railroad  work. 

1308.  Commissions  of  employee-salesmen. 

1309.  Renewal  commissions  of  life  insurance  salesmen. 

1310.  Payments  under  a  plan  or  system  for  retirement,  etc. 

1311.  Factors  which  show  existence  of  a  plan  or  system. 

1312.  Sick  pay  which  is  required  by  law  to  be  paid. 

1313.  Sick  pay  not  paid  under  plan  or  system. 

1314.  Payments  imder  a  profit-sharing  plan  not  financed  by  a  trust  fund. 

1315.  Payments  from  or  to  a  tax-exempt  trust  fund. 

1316.  Payments  to  or  from  a  trust  fund  which  is  not  tax-exempt. 

1317.  Payments  from  or  to  a  tax-exempt  annuity  plan. 

1318.  Pensions  and  retirement  pay. 

1319.  Payments  after  retirement  age  where  no  work  performed. 

1320.  Advances  as  payment  of  wages. 

1321.  Loans  to  an  employee  as  payment  of  wages. 

1322.  Bonuses  and  wage  dividends. 

1323.  Back  pay. 

1324.  Dismissal  pay. 

1325.  Strike  benefits. 

1326.  Idle  time  pay. 

1327.  Vacation  pay. 

1328.  Veterans  training  pay. 

1329.  Tips  received  before  1966. 

1330.  Tips  received  after  1965. 

1331.  Prizes  and  awards  by  persons  other  than  employer. 

1332.  Taxes  withheld  from  employee's  pay. 

1333.  Traveling  expenses  as  wages. 

1334.  Traveling  expenses  defined. 

1335.  Traveling  expenses  must  be  identified  as  such. 

1336.  Payments  to  an  employee  for  moving  expenses. 

1337.  Equipment,  business  supplies,  and  services  customarily  furnished  bv  emplovees. 

1338.  Payments  that  do  not  flow  from  employment. 

1300.  "Wages"  means  pay  received  by  an  employee  for  employ- 
ment COVERED  BY  THE  SOCIAL  SECURITY  ACT  unlcss  the  pay  is  Specif- 
ically excluded  by  the  law.  Pay  which  is  not  for  covered  employment 
is  not  wages  for  social  security  benefit  purposes,  but  is  counted  for 
purposes  of  the  annual  earnings  test.  See  chapter   18. 

Wages  may  be  paid  in  cash  or  by  check,  promissory  note  or  in 
other  media  such  as  goods,  clothing,  board,  or  lodging,  ^vith  the  ex- 
ceptions noted  in  §  1303, 

228 


1301.  The  maximum  amount  of  wagf.s  which  can  be  credited  to  a 
worker's  social  security  account  for  any  one  calendar  year  cannot 
exceed: 

A.  $6,600  paid  in  a  year Beginning  with  1966. 

B.  $4,800  paid  in  any  of  the  years 1959-65. 

C.  $4,200  paid  in  any  of  the  years 1955-58. 

D.  $3,600  paid  in  any  of  the  years 1951-54. 

E.  $3,000  paid  in  any  of  the  years 1947-50. 

F.  $3,000  received  for  employment  in 

any  of  the  years 1940-46. 

G.  $3,000  received  from  each  employer 

for  employment  in  any  of  the  ^ 

years     1937-39. 

After  1946,  wages  for  computing  benefits  are  counted  in  the  year 
in  which  they  are  paid  even  if  they  were  earned  in  a  prior  year. 

1302.  Wages  must  be  actually  or  constructively  paid  to  be 
credited  to  a  particular  period.  Wages  must  be  paid  to  the  em- 
ployee or  to  a  third  party  on  his  behalf.  Wages  earned  and  later  paid 
to  a  survivor  or  the  individual's  estate  in  the  quarter  of  death  are 
treated  as  wages  paid  to  the  individual  for  figuring  his  quarters  of 
coverage;  if  paid  to  a  survivor  or  the  estate  after  the  quarter  of 
death,  wages  earned  may  not  be  treated  as  wages  for  figuring  quar- 
ters of  coverage  unless  they  were  paid  constructively  during  the  in- 
dividual's lifetime.  (No  quarter  after  the  quarter  of  death  can  be 
a  quarter  of  coverage— see  ^  202.)  Wages  paid  in  the  year  of  death, 
however,  even  though  after  the  quarter  of  death,  may  be  used  for 
purposes  of  figuring  the  benefit  rate. 

Wages  are  constructively  paid  when: 

A.  They  have  been  credited  or  set  apart  for  the  employee  with- 
out any  substantial  limitation  or  restriction  on  the  time  or 
manner  or  condition  upon  which  payment  is  to  be  made,  and 
are  available  to  him  so  that  he  can  get  them  at  any  time;  or 

B.  The  employer  intends  to  pay,  set  apart,  or  credit  the  wages, 
is  able  to  pay  them  when  due,  and  his  failure  to  do  so  is  due  to 
clerical  error  or  oversight  in  the  mechanics  of  payment. 

1303.  Cash  pay  tests  which  put  certain  restrictions  on  what  pay  is 
counted  for  social  security  benefits  must  be  met  for: 

A.  Agricultural  labor— see  §  901. 

B.  Domestic  service  in  a  private  home— see  §  916. 
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C.  Nonbusiness  or  casual  labor— see  §  925. 

D.  Some  services  by  homeworkers— see  §  829. 

E.  Tips-see  §  1330. 

When  the  cash  pay  tests  are  met,  all  cash  (including  the  qualify- 
ing amount)  is  counted.  All  cash  and  payments  in  kind  are  counted 
if  the  cash  pay  test  is  met  by  a  homeworker.  Payments  in  kind  are 
not  counted  for  services  in  (A),  (B),  (C),  and  (E)  above  even  if  the 
cash  pay  test  is  met. 

When  the  cash  pay  test  is  not  met,  the  pay  is  not  counted  for  social 
security  benefits  even  if  it  is  paid  in  cash.  However,  all  the  pay  (ex- 
cept tips  that  do  not  constitute  wages)  is  counted  in  applying  the 
annual  earnings  test.  (See  §  1813.) 

Cash  pay  for  the  cash  pay  tests  includes  checks  and  other  monetary 
media  of  exchange.  It  does  not  include  payments  in  kind,  such  as 
board  and  lodging,  a  share  of  crops  or  animal  increase,  car  tokens, 
clothing,  transportation  passes  or  tickets.  Neither  does  it  include 
the  furnishing  of  goods  or  limited  credit  made  available  at  a  store 
for  maintenance  of  the  employee  and  his  family.  However,  where 
a  farming  agreement  provides  that  the  proceeds  from  the  sale  of  the 
crop  (and  not  the  crop  itself)  are  to  be  divided,  that  portion  of  the 
cash  proceeds  received  by  the  employee,  either  from  the  farm  opera- 
tor or  the  purchaser,  is  counted  as  cash  pay.  Cash  given  in  place 
of  such  items  as  board  and  lodging,  car  tokens,  clothing,  etc.,  is  cash 
pay  and  is  included  in  wages  for  the  cash  pay  tests. 

1304.  Work  for  nonprofit  organizations  exempt  from  Federal 
income  tax  under  §  101  of  the  1939  Internal  Revenue  Code  or  un- 
der §  501  (a)  of  the  1954  Internal  Revenue  Code  is  also  subject  to  a 
$50  minimum  pay  test. 

If  the  worker  is  paid  at  least  $W  in  a  calendar  quarter,  such  re- 
muneration will  be  credited  for  social  security  purposes.  For  em- 
ployees of  an  exempt  organization  which  is  a  religious,  charitable, 
educational,  etc.,  organization,  such  remuneration  will  be  credited 
only  if  the  organization  has  filed  an  appropriate  waiver  certificate 
for  such  covered  employees  (see  §  931).  The  pay  may  be  either  cash 
pay,  or  payments  in  kind,  or  both. 

//  the  pay  is  not  at  least  $50  in  cash  or  in  kind  during  the  calendar 
quarter,  it  is  not  counted  for  social  security  benefits;  however,  it  is 
still  counted  for  the  annual  earnings  test.  See  chapter  18. 

1305.  Military  service  performed  after  1956  is  covered  by  social 
security  the  same  as  civilian  employment.  Only  the  basic  pay  for 
active  duty  or  active  duty  for  training  can  be  counted.  Basic  pay 
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does  not  include  such  items  as  the  value  of  food,  shelter,  clothing, 
allowances,  allotments,  special  pay,  or  incentive  pay.  Military  serv- 
ice covered  by  social  security  is  discussed  in  §§  959-963. 

1306.  Wage  "credits"  are  granted  for  military  service  per- 
formed BEFORE  1957.  A  veteran  who  was  on  active  duty  in  the  mili- 
tary or  naval  forces  of  the  U.S.  after  9/15/40  and  before  1/1/57  may 
be  eligible  for  wage  credits  of  $160  for  each  month  of  active  duty 

(see  §  961).  If  the  veteran  died  before  7/27/54,  special  provisions 
may  also  apply  in  determining  his  insured  status.  These  are  ex- 
plained in  §  970. 

1307.  Pay  for  railroad  work  ordinarily  is  not  counted  for  social 
security  purposes.  (Railroad  employees  have  a  special  and  separate 
retirement  system  administered  by  the  Railroad  Retirement  Board, 
see  chapter  25.)  However,  where  the  worker  has  less  than  10  years 
of  railroad  service,  and  in  some  survivorship  cases  where  the  worker 
had  over  10  years  of  railroad  service,  his  railroad  credits  are  trans- 
ferred to  social  security.  If  he  is  insured  on  the  basis  of  the  combined 
earnings,  benefits  will  be  paid  under  the  social  security  program. 

1308.  Commissions  of  employee-salesmen  are  wages  if  paid  for 
covered  employment.  Where  the  commissions  are  the  sole  pay  and 
no  advances  are  given,  the  calendar  quarter  in  which  the  commis- 
sions are  paid  is  the  quarter  to  which  they  are  credited.  Where  ad- 
vances are  made  against  commissions  to  be  earned  in  the  future,  the 
quarter  in  which  the  advances  are  paid  is  the  quarter  to  which  they 
are  credited  to  the  extent  of  the  amount  advanced. 

When  traveling  or  business  expenses  must  be  deducted  from  gross 
pay  in  determining  wages  for  a  quarter  (see  §  1333),  the  commis- 
sions paid  in  such  quarter  (or  the  advances,  if  greater)  are  the  gross 
pay  from  which  the  expenses  are  deductible. 

1309.  Renewal  commissions  of  life  insurance  salesmen  are  wages 
when  paid  if  at  the  time  the  policy  was  written  the  salesman  was: 

A.  An  employee  under  the  common-law  test;  or 

B.  An  employee  after  1950  under  the  test  for  full-time  life  in- 
surance salesmen  set  out  in  §  827. 

It  does  not  matter  whether  or  not,  at  the  time  of  payment,  the 
salesman  is  an  employee  or  self-employed  or  whether  he  was  re- 
quired to  perform  subsequent  services  in  connection  with  the  sale 
of  the  policy.  His  status  at  the  time  the  original  sale  Avas  made  deter- 
mines whether  the  renewal  commissions  are  wages  even  though  he 
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has  retired  or  otherwise  ended  his  employment  relationship.  Gener- 
ally, the  renewal  commissions  are  considered  to  have  been  earned  at 
the  same  time  the  original  commission  was  earned  if  the  salesman 
was  an  employee  at  the  time  the  policy  was  written. 

1310.  Payments  under  a  plan  or  system  made  by  an  employer  to 
or  on  behalf  of  an  employee  or  any  of  his  dependents  for  retirement, 
death,  sickness  or  accident  disability,  or  medical  or  hospitalization 
expenses  in  connection  with  sickness  or  accident  disability  are  not 
wages.  The  plan  must  provide  for  all  employees  generally  or  for 
a  class  or  classes  of  employees. 

Many  employer  plans  incorporate  the  following  features  with  a 
greater  or  lesser  degree  of  definitiveness: 

A.  Set  a  definite  basis  for  determining  who  is  eligible,  such  as 
length  of  service,  occupation,  or  salary  classification;  and 

B.  Set  definite  standards  for  determining  the  minimum  duration 
of  payments;  and 

C.  Provide  a  formula  for  determining  the  minimum  amount  to 
be  paid  an  eligible  employee. 

Payments  under  a  plan  or  system  established  by  an  employer  solely 
for  dependents  of  his  workers  are  counted  as  wages  for  social  se- 
curity purposes.  Dependents  include  the  worker's  husband,  or  wife, 
children,  and  any  other  members  of  the  immediate  family. 

1311.  The  existence  of  a  plan  or  system  ls  shown  if: 

A.  The  plan  or  system  is  in  writing  or  is  otherwise  made  known 
to  the  employees  (for  example,  through  the  medium  of  a 
bulletin  board  notice  or  the  long  and  established  practice  of 
the  employer);  or 

B.  There  is  a  reference  to  the  plan  or  system  in  the  contract  of 
employment;  or 

C.  Employees  contribute  to  the  plan  or  system;  or 

D.  There  is  a  special  fund  for  these  payments,  separate  and  apart 
from  the  salary  account;  or 

E.  The  employer  is  required  to  make  the  payments. 

1312.  Sick-pay  plan  in  compliance  with  compulsory  statutory 
requirement.  Where  a  State  or  local  ordinance  providing  for  wage 
regulation,  or  a  decree  or  order  of  a  government  board  or  agency 
administering  the  statute  or  ordinance,  compels  a  private  em- 
ployer to  maintain  a  sick-pay  plan  in  accordance  with  certain  pre- 
scribed conditions  and  limitations,  the  resulting  sick  payments  are 
wages. 
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Where  the  State  statute  or  IcKal  ordinance  is  not  part  of  a  pro- 
gram for  regulating  wage  payments  but  deals  primarily  with  unem- 
ployment benefits,  workmen's  compensation  benefits,  etc.,  the  sick 
payments  are  not  wages. 

1313.  Payments  for  sickness  and  disability  that  are  not  paid  im- 
der  a  plan  or  system  established  by  the  employer  are  counted  as 
wages  for  social  security  purposes  if: 

A.  Paid  during  the  employment  relationship;  and 

B.  Paid  before  the  end  of  6  calendar  months  after  the  last  month 
in  which  the  employee  worked. 

Payments  made  after  the  6-month  period  are  not  counted  as  wages 
for  social  security  purposes  even  though  the  employment  relation- 
ship continues  after  the  employee  has  stopped  working.  Generally, 
payments  made  after  the  employment  relationship  ends  are  not 
counted;  however,  where  such  payments  are  made  as  extra  pay  for 
past  work,  they  are  counted,  provided  they  are  paid  before  the  end 
of  the  6-month  period. 

1314.  Payments  under  a  profit-sharing  plan  which  is  not  fi- 
nanced by  a  trust  fund  are  counted  as  wages  for  social  security  pur- 
poses, unless  specifically  excluded.  Some  profit-sharing  plans  provide 
for  distribution  of  profits  at  stated  intervals,  for  example,  every  5, 
10,  or  20  years.  They  also  provide  that  if  the  employee  becomes  ill 
or  ends  his  employment  between  the  specified  distribution  dates, 
the  amounts  to  his  credit  shall  be  paid  to  him  at  that  time. 

1315.  Payments  from  or  to  a  trust  fund  that  is,  at  the  time  of 
payment,  exempt  from  tax  under  §  165  (a)  of  the  Internal  Revenue 
Code  of  1939  or  §§  401  and  501  (a)  of  the  Internal  Revenue  Code  of 
1954  are  not  counted  as  wages  for  social  security  purposes  when 
made  to  or  on  behalf  of  an  employee  or  his  beneficiary. 

1316.  Payments  made  under  a  profit-sharing  plan  from  or  to 
a  trust  fund  which  is  not  tax-exempt  may  be  counted  as  wages  for 
social  security  purposes,  depending  on  the  nature  and  purpose  of 
the  payment.  For  example,  if  the  payment  is  in  the  nature  of  a 
bonus  or  vacation  pay,  it  is  counted  for  social  security.  If  the  pay- 
ment is  made  on  account  of  sickness  under  an  employer's  plan  or  sys- 
tem, it  is  not  counted  for  social  security.  Payments  made  by  the 
employer  to  the  trust  fund  are  not  counted  for  social  security. 
Payments  made  from  the  trust  fund  to  the  employee  can  be  counted 
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for  social  security  only  to  the  extent  of  the  employer's  contribution 
to  the  fund. 

1317.  Payments  made  under  or  to  an  annuity  plan  are  not 
counted  as  wages  for  social  security  purposes  if: 

A.  Made  to  or  on  behalf  of  an  employee  or  his  beneficiary;  and 

B.  At  the  time  of  payment,  the  plan  qualifies  for  an  exemption 
under  §§  165(a)  (3),  (4),  (5),  and  (6)  of  the  Internal  Revenue 
Code  of  1939,  or  §§  401  and  501  (a)  of  the  Internal  Revenue 
Code  of  1954. 

1318.  Pensions  and  retirement  pay  are  not  counted  as  wages  for 
social  security  purposes.  When  these  benefits  are  paid,  the  employee 
is  not  expected  to  return  to  work  and  his  contract  of  employment  has 
ended.  Payments  to  an  employee  who  is  subject  to  call  are  not  pen- 
sions or  retirement  pay. 

1319.  Payments  after  age  65  to  a  man  (or  after  age  62  to  a 
woman)  who  continues  in  an  employment  relationship  with  an  em- 
ployer are  not  counted  as  wages  for  social  security  purposes  if: 

A.  The  employee  did  not  actually  work  for  the  employer  during 
the  period  for  which  such  payment  is  made; 

B.  The  pay  is  other  than  vacation  or  sick  pay. 

Before  11/56,  the  exclusion  applied  only  to  payments  after  age 
65,  regardless  of  whether  the  worker  was  a  man  or  woman. 

1320.  Advance  payments  by  an  employer  to  an  individual  for 
work  to  be  done  in  the  future  are  counted  as  wages  for  social  se- 
curity purposes  if: 

A.  The  individual  does  the  work  or  part  of  it;  and 

B.  The  employer  considers  the  work  as  satisfaction  for  the  ad- 
vances. 

1321.  Loans  by  an  employer  to  an  employee  are  not  counted  as 
wages  for  social  security  purposes  unless  the  employee  pays  the  debt 
by  his  work  in  covered  employment. 

1322.  Bonuses  and  wage  dividends  are  counted  as  wages  for  social 
security  purposes. 

1323.  Back  pay  means  pay  received  in  one  period  for  actual  em- 
ployment in  an  earlier  period.  Back  pay,  except  penalties,  is  wages 
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if  paid  under  a  statute  such  as  the  National  Labor  Relations  Act,  the 
Fair  Labor  Standards  Act,  and  other  Federal  and  State  laws  which 
are  intended  to  create  an  employment  relationship  or  to  protect  an 
employee's  rights  to  wages. 

Where  not  paid  pursuant  to  a  statute  and  the  employer  and 
worker  agree  on  the  amount  payable,  it  is  wages  if  it  is  extra  pay 
for  past  employment.  If  it  is  a  settlement  for  failure  to  employ  the 
worker  it  is  not  wages. 

1324.  Dismissal  pay,  that  is,  pay  by  an  employer  to  an  employee 
whose  services  are  ended  independently  of  his  will  or  wishes,  is 
counted  as  wages  for  social  security  purposes.  ^„ 

1325.  Strike  benefits  paid  by  a  union  to  members  who  are  on 
strike  are  generally  not  counted  as  wages  for  social  security  purposes, 
whether  or  not  such  members  actually  do  picket  duty  during  the 
strike  or  are  subject  to  call  to  do  so.  However,  if  payments  other  than 
strike  benefits  are  made  only  to  those  members  who  actually  perform 
picket  or  other  strike  duty,  the  payments  are  counted  for  social  se- 
curity if  they  amount  to  $50  or  more  for  any  calendar  quarter. 

1326.  Idle-time  pay  is  counted  as  wages  for  social  security  pur- 
poses if  paid  by  an  employer  to  a  nonstriking  employee  for  the  time 
he  is  idle  due  to  a  strike.  However,  if  paid  to  an  employee  for  any 
month  after  the  month  he  has  reached  age  65  (62  if  a  woman),  the 
payment  is  counted  for  social  security  only  if  it  is  vacation  or  sick 
pay.  Nonwork  payments  after  age  65  (62  for  a  woman)  are  discussed 
in  §  1319. 

1327.  Vacation  pay  and  pay  in  lieu  of  vacation  are  counted  as 
wages  for  social  security  purposes.  Vacation  pay  is  an  amount  paid 
to  an  employee  for  a  period  of  time  he  is  away  on  vacation.  A  pay- 
ment in  lieu  of  vacation  is  one  made  when  the  employee  does  not 
take  a  vacation  but  is  given  an  extra  payment  for  the  time  he  would 
have  been  on  vacation. 

1328.  Veterans  training  pay  paid  by  the  Veterans'  Administra- 
tion is  not  counted  as  wages  for  social  security  purposes.  Subsistence 
or  dependency  allowances  paid  by  the  Veterans'  Administration  to  a 
veteran  while  he  is  attending  school  or  while  participating  in  on-the- 
job  training  are  not  counted  for  social  security  since  the  pay  is  not 
for  employment.  However,  any  payments  made  by  the  veteran's 
employer  are  counted  for  social  security  if  paid  for  employment 
covered  by  social  security. 
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1329.  Tips  received  before  1966,  which  were  paid  to  the  employee 
by  a  customer,  are  counted  as  wages  for  social  security  purposes  only 
if  the  employee  accounted  for  them  as  required  by  his  employer. 
If  an  employer  required  his  employees  to  pool  the  tips  in  a  fund 
controlled  by  him,  and  if  he  divided  the  fund  among  them,  the 
amount  paid  each  employee  is  considered  wages  for  social  security 
purposes. 

1330.  Tips  received  after  1965  by  an  employee  in  the  course  of 
his  employment  are  counted  as  wages  for  social  security  purposes 
whether  they  are  received  directly  from  a  person  other  than  his  em- 
ployer or  are  paid  over  to  the  employee  by  the  employer. 

There  are  two  exceptions,  however: 

A.  Tips  received  in  a  medium  other  than  cash  are  not  counted 
as  wages, 

B,  Cash  tips  received  by  an  employee  in  the  course  of  his  employ- 
ment by  a  single  employer  are  not  counted  as  wages  if  they 
total  less  than  $20  in  a  calendar  month. 

Certain  payments,  commonly  called  tips,  nevertheless  constitute 
wages  paid  by  the  employer.  For  example,  sometimes  a  hotel  or 
restaurant  requires  customers  to  pay  a  service  charge  when  using  its 
dining  or  banquet  facilities,  and  the  service  charge  is  then  dis- 
tributed among  waiters  and  other  employees.  Service  charges,  when 
distributed  by  the  employer  to  employees,  are  not  tips,  but  are 
wages  paid  by  the  employer. 

For  special  rules  applicable  after  1965  concerning  employee  re- 
ports of  tips  to  employers  and  payment  of  social  security  tax  on  tips, 
see  §  1407. 

1331.  Prizes  and  awards  made  by  persons  other  than  the  em- 
ployer, such  as  those  given  by  manufacturers  to  sales  people  working 
for  an  employer  who  is  handling  the  manufacturer's  product  gen- 
erally are  not  counted  as  wages  for  social  security  purposes.  How- 
ever, if  the  prizes  and  awards  are  paid  on  behalf  of  the  employer, 
they  are  counted  for  social  security. 

1332.  Taxes  which  an  employee  must  pay  and  which  are  withheld 
from  the  employee's  wages  are  part  of  his  wages  and  are  counted  as 
wages  for  social  security  purposes.  Any  employee  tax  payments,  ex- 
cept social  security  and  unemployment  compensation  taxes,  made 
from  the  employer's  own  funds  are  also  counted  for  social  security. 
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1333.  Payments  to  an  employee  for  traveling  expenses  in- 
curred or  reasonably  expected  to  be  incurred  in  the  business  of  the 
employer  are  not  c  ounted  as  \vages  for  social  security  purposes  if: 

A.  They  are  paid  specifically  lor  traveling  expenses;  and 

B.  They  are  identified  as  such  at  time  of  payment. 

1334.  Traveling  expenses  are  considered  to  have  been  paid  for 
that  purpose  if: 

A.  The  expenses  are  in  addition  to  the  agreed  amount  of  salary 
or  commissions;  or 

B.  There  is  an  agreement  or  understanding,  express  or  implied, 
that  the  agreed  amount  of  salary  or  commissions  is  to  include 
traveling  expenses  as  well  as  compensation  for  services. 

1335.  Traveling  expenses  must  be  so  identified  by  the  employer 
to  the  employee  at  the  time  of  payment.  This  may  be  done  either 
by: 

A.  Making  a  separate  payment  for  the  expenses;  or 

B.  Specifically  shoAving  the  separate  amounts  ^vhere  both  wages 
and  expense  allowances  are  combined  in  a  single  payment. 

1336.  Payments  to  an  employee  as  reimbursement  or  allow- 
ance FOR  MOVING  expenses  are  not  coinited  as  wages  for  social  se- 
curity purposes  if: 

A.  The  employee  paid  or  incurred  the  moving  expenses  in  re- 
porting to  his  new  place  of  employment;  and 

B.  The  reimbursement  or  allowance  was  paid  to  him  after 
October  1964;  and 

C.  At  the  time  the  reimbursement  or  allowance  was  paid,  it  was 
reasonable  to  believe  that  the  amount  paid  would  be  de- 
ductible by  the  employee  for  income  tax  ptirposes  under  § 
217  of  the  Internal  Revenue  Code  of  1954. 

Reimbursed  moving  expenses  are  deductible  for  income  tax  pur- 
poses under  §  217  of  the  Internal  Revenue  Code  if  the  employee's 
new  principal  place  of  employment  is  at  least  20  miles  farther  from 
his  former  residence  than  was  his  former  work  location;  or,  if  he  had 
no  former  work  location,  his  new  place  of  employment  is  at  least 
20  miles  from  his  former  residence. 

Moving  expenses  include  only  the  reasonable  expense  of  moving 
household  goods  and  personal  effects  of  the  employee  and  members 
of  his  household  from  their  former  residence  to  their  new^  residence, 
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and  the  reasonable  expense  of  traveling  (including  meals  and  lodg- 
ing) by  the  employee  and  members  of  his  household  from  their 
former  residence  to  their  new  residence. 

Before  11/64,  this  exclusion  from  wages  applied  to  reimburse- 
ments or  allowances  for  moving  expenses  paid  to  existing  employees 
only;  it  now  also  applies  to  reimbursements  or  allowances  paid  to 
newly-hired  employees, 

1337.  Equipment,  business  supplies,  and  services  furnished  by 
the  employee  in  the  interest  of  the  employer's  business  because  it  is 
the  established  custom  of  the  trade  or  industry,  or  because  an  agree- 
ment has  been  made  between  the  employer  and  the  employee,  do  not 
count  as  wages  for  social  security  purposes  and  must  be  deducted 
from  the  worker's  gross  pay.  Expenditures  of  the  employee  for  his 
personal  use  are  not  business  expenses  and  will  be  included  for 
social  security  even  though  deducted  from  his  pay  because  the  item 
was  furnished  by  the  employer. 

1338.  Payments  that  do  not  flow  from  employment  do  not 
count  as  wages  for  social  security  purposes.  For  example: 

A.  Damages,  attorney's  fees,  interest,  or  penalties  paid  under 
court  judgment  or  by  compromise  settlement  with  the  em- 
ployer based  on  a  wage  claim;  or 

B.  Payments  to  secure  release  of  an  unexpired  contract  of  em- 
ployment. 


238 


Chapter  14 

Earnings  Records  and  Tax  Reports 


1400.  Earnings  as  basis  for  benefits. 

1401.  Social  security  numbers. 

1402.  Importance  of  using  correct  social  security  numbers. 

1403.  Function  of  earnings  record. 

1404.  Earnings  reports  by  employers. 

1405.  Social  security  tax  contributions  on  wages.  ^ 

1406.  Employee  contribution  to  be  deducted  from  pay.  / 

1407.  Special  rules  for  cash  tips  after  1965. 

1408.  Tax  forms  for  reporting  social  security  wages. 

1409.  Due  dates  for  filing  social  security  returns. 

1410.  Reporting  procedures  for  State  and  local  government  employers. 

1411.  Statements  of  earnings  for  employee. 

1412.  Records  employer  must  keep. 

1413.  Internal   Revenue  Service  as  source  of  information. 

1414.  Earnings  report  by  self-employed  people. 

1415.  Contributions  on  self-employment  income. 

1416.  Due  date  for  self-employment  returns. 

1417.  What  to  do  if  net  earnings  are  $400  or  more. 

1418.  Partnership  returns. 

1419.  Internal  Revenue  Service  pamphlets  for  the  self-employed. 

1420.  Statement  of  earnings  credited  to  earnings  record. 

1421.  Type  of  earnings  information  furnished  without  charge. 

1422.  Procedure  for  correcting  earnings  record. 

1423.  Proof  required  for  changing  earnings  record. 

1424.  Wages  dispute  between  employer  and  employee. 

1425.  Time  limit  for  correcting  earnings  record. 

1426.  Revision  after  time  limit  expires  under  certain  conditions. 

1427.  Extension  of  time  limit   if  investigation   in   process. 

1428.  Suspension  of  time  limit  when  individual  is  in  military  service. 

1429.  When  notice  of  changes  in  earnings  record  given. 

1400.  Social  security  benefits  are  based  upon  the  worker's 
EARNINGS  as  established  by  the  Social  Security  Administration.  The 
right  to  retirement,  survivors,  and  disability  insurance  benefits  and 
the  amoimt  of  such  benefits  are  determined  by  the  worker's  earn- 
ings. Although  persons  who  are  age  65  before  1968  need  not  meet 
an  earnings  requirement  to  qualify  for  hospital  insurance  protec- 
tion, they  must  meet  other  special  requirements  for  this  protection 
if  they  do  not  qualify  for  retirement  or  survivors  insurance  benefits; 
persons  who  become  age  65  after  1967  must  meet  an  earnings  re- 
quirement to  qualify  for  hospital  insurance  protection.  (See  §  215.) 
Part  of  the  job  of  the  Social  Security  Administration  is  to  maintain 
a  complete  and  accurate  record  of  earnings  for  each  worker  covered 
by  social  security. 
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1401.  A    SOCIAL    SECURITY    NUMBER    IS    ISSUED    UPON    APPLICATION. 

Everyone  whose  work  is  covered  by  social  security  should  apply  for 
a  number.  Even  if  a  person's  work  is  not  covered  by  social  security, 
he  may  need  a  social  security  number  for  income  tax  purposes  (for 
these  purposes,  it  is  called  a  taxpayer  identification  number— see 
§  113),  or  in  connection  with  an  application  for  hospital  insurance 
or  enrollment  for  supplementary  medical  insurance.  Each  person's 
number  is  different  from  everyone  else's.  It  is  to  be  used  by  the  per- 
son to  whom  it  was  issued  as  long  as  he  lives.  No  one  should  ever 
have  or  use  more  than  one  social  security  number.  If  he  did  use 
more  than  one  number,  all  of  his  earnings  would  not  be  credited  to 
one  record,  and  he  might  lose  some  rights  to  benefits.  Anyone  who 
has  already  obtained  more  than  one  number  should  see  the  nearest 
social  security  district  office  so  that  his  earnings  records  can  be  com- 
bined into  one  record. 

There  are  over  231  million  names  in  the  social  security  records. 
Thousands  of  these  names  are  exactly  alike.  The  number  identifies 
each  person  and  makes  it  possible  for  earnings  to  be  credited  to  the 
proper  record. 

1402.  Care  in  using  social  security  numbers  will  help  make  sure 
that  a  worker's  earnings  are  properly  credited  to  his  record.  Every  em- 
ployee should  show  his  social  security  card  to  his  employers  and  every 
employer  should  be  careful  to  enter  his  employees'  numbers  correctly 
in  his  records.  To  receive  proper  credit,  a  self-employed  person 
should  accurately  record  his  social  security  number  on  his  Federal 
income  tax  returns. 

1403.  The  earnings  record  shows  the  amount  of  earnings  re- 
ported by  the  worker's  employer  or  the  self-employed  person  and  the 
periods  for  which  they  were  reported.  After  1965,  tips  reported  to 
the  Internal  Revenue  Service  (see  §  1407)  will  also  be  shown  on  the 
earnings  record.  Social  security  contributions  are  payable  by  the  em- 
ployee and  his  employer  or  by  the  self-employed  person  on  earnings 
covered  by  the  social  security  law.  These  contributions  are  collected 
by  the  Treasury  Department  and  are  credited  to  the  Old- Age  and  Sur- 
vivors Insurance  Trust  Fund,  the  Disability  Insurance  Trust  Fimd, 
and  the  Hospital  Insurance  Trust  Fund. 

1404.  Reports  of  earnings  must  be  filed  by  every  employer 
who  has  one  or  more  employees  covered  by  social  security.  The 
required  tax  contribution  payments  should  be  sent  to  the  District 
Director  of  Internal  Revenue.  Each  employer  must: 
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A.  Keep  a  record  of  the  name  and  social  security  number  of  each 
employee  as  they  are  shown  on  the  employee's  social  security 
card  (he  will  need  this  information  for  the  tax  return);  and 

B.  Get  an  employer  identification  number  by  filing  an  applica- 
tion (Form  SS-4)  with  the  District  Director  of  Internal 
Revenue,  or  a  social  security  district  office  (he  will  need  to 
show  this  number  on  his  tax  returns). 

//  an  employee  does  not  have  a  social  security  number,  the  em- 
ployer should  tell  him  to  fill  in  an  application  Form  S,S-5  and  send 
or  take  it  to  the  nearest  social  security  district  office.  These  applica- 
tion forms  may  be  obtained  from  any  social  security  district  office, 
post  office,  or  from  the  District  Director  of  Internal  Revenue.  The 
employer  should  be  sure  to  make  a  record  of  the  number  as  soon  as 
the  employee  shows  him  his  card. 

An  employer  is  any  person  or  organization  for  whom  a  person  per- 
forms any  service  as  an  employee.  Pay  for  covered  employment  con- 
stitutes wages  (unless  excluded  by  the  Social  Security  Act)  even 
though  at  the  time  it  is  paid  the  relationship  of  employer-employee 
no  longer  exists  between  the  person  in  whose  employ  the  services 
were  performed  and  the  person  who  had  performed  the  services. 

1405.  Social  security  tax  contributions  on  wages  are  paid  at  the 
same  rate  by  both  employer  and  employee  (for  exception  in  the 
case  of  tips,  see  §  1407(D)).  The  social  security  contribution  rate  is 
the  sum  of  the  Retirement,  Survivors,  and  Disability  Insurance  con- 
tribution rate  and  the  Hospital  Insurance  contribution  rate  on  the 
wages.  (The  Hospital  Insurance  contribution  was  not  payable 
before  1966.) 

Retirement,  Survivors,        Hospital  Combined 

Calendar  Year     and  Disability  rate       Insurance  rate  rate 

1962   3.1257o  3.125% 

1963-65    3.625%  3.625%, 

1966    3.85%,  35%  4.20% 

1967-68    3.90%  50%  4.40%o 

1969-72    4.40%  50%  4.90%, 

1973-75   4.85%  55%  5.40%, 

1976-79   4.85%  60%  5.45% 

1980-86   4.85%,  70%,  5.55% 

1987  and  after  ....  4.85%,  80%  5.65% 

1406.  The  employee's  social  security  tax  contribution  should 
BE  DEDUCTED  from  his  pay  at  the  time  his  wages  are  paid  (but  see 
§  1407  for  special  rules  on  cash  tips).  If  the  employer  is  not  sure 
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the  employee  will  meet  the  test  for  household  employees  (as  ex- 
plained in  §  916)  or  for  agricultural  employees  (as  explained  in 
§  901),  or  for  some  homeworkers  (as  explained  in  §  829),  he  may 
either  deduct  the  contribution  Avhen  the  payment  is  made  or  wait 
imtil  the  test  is  met.  Similarly,  if  the  employee  submits  written 
reports  of  tips  more  than  once  a  month  (§  1407(A)),  the  employer 
may  collect  the  social  security  contribution  on  tips  even  though 
the  cash  pay  test  in  §  1330(B)  is  not  yet  met.  If  the  employer  col- 
lects the  taxes  and  later  finds  that  the  employee  does  not  meet  the 
test,  the  employer  must  repay  the  social  security  taxes  he  deducted, 
if  possible.  If  he  cannot  get  in  touch  with  the  employee,  he  should 
send  the  incorrectly  collected  tax  to  the  District  Director  of 
Internal  Revenue. 

//  a7i  employer  wishes  to  pay  the  employee  contribution  out  of 
his  own  funds  instead  of  deducting  it  from  his  employee's  wages, 
he  may  do  so.  But  the  employer  must  pay  the  employee  contribu- 
tion even  if  he  does  not  deduct  it  (see  special  rules  for  tips 
in  §  1407  below). 

1407.  Cash  tips  received  by  an  employee  after  1965,  if  they  total 
$20  or  more  in  a  month  in  the  course  of  his  work  for  one  employer, 
Avill  count  as  wages  for  social  security  purposes.  Such  tips  are  sub- 
ject to  the  following  special  rules  concerning  tax  returns  and  the 
payment  of  social  security  tax  contributions.  (See  §  1330  for 
further  explanation  about  tips  as  wages  imder  social  security.) 

A.  The  employee  must  furnish  his  employer  written  reports  of 
tips  for  each  month  in  which  the  tips  he  receives  during  the 
course  of  his  Avork  for  the  employer  coimt  as  wages. 

1.  Tip  reports  must  be  timely.  They  must  be  given  to  the 
employer  on  or  before  the  10th  day  after  the  month  in 
which  the  tips  were  received. 

2.  Tip  reports  must  be  complete.  All  cash  tips  received  dur- 
ing the  month  in  the  course  of  work  for  the  employer 
must  be  included,  whether  received  through  the  employer 
or  directly  from  customers.  If  tips  are  shared  with  other 
employees,  only  the  amount  received  as  an  employee's 
final  share  should  be  reported.  Tips  received  in  a  form 
other  than  cash,  for  example  merchandise  or  service, 
should  not  be  reported.  The  employee's  share  of  service 
charges  (see  §  1329  for  an  explanation  of  "service  charge") 
is  considered  wages  paid  by  the  employer  and  should  not 
be  reported  as  tips. 
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The  Treasury  Department  has  authority  to  issue  regula- 
tions providing  that  an  employer  may  be  authorized  to  obtain 
employee  reports  of  tips  more  often  than  once  a  month. 

B.  The  employee' s  social  security  contribution  on  tips  reported  to 
his  employer  will  be  deducted  by  the  employer  from  wages  due 
the  employee  from  the  date  of  the  report  until  the  10th  day 
after  the  end  of  the  month  in  which  the  report  is  made.  If 
wages  due  the  employee  during  this  period  are  not  sufficient  to 
permit  deduction  of  the  social  security  contribution,  the  em- 
ployee may  furnish  additional  funds  to  the  employer  for  this 
purpose.  (The  employer  is  not  permitted  to  make  contribution 
deductions  from  tips  he  may  be  holding  for  the  employee. 
However,  once  such  tips  are  received  by  the  employee,  they 
become  the  employee's  funds,  which  like  other  funds,  he  may 
furnish  to  the  employer  for  payment  of  his  contribution  on  his 
tips.)  Employee  contributions  which  the  employer  is  not  able 
to  deduct  must  be  paid  by  the  employee  to  the  District  Di- 
rector of  Internal  Revenue. 

C.  //  the  employee's  report  to  the  employer  is  late  or  incomplete: 

1.  The  employee  must  report  the  unreported  tip  income 
directly  to  the  District  Director  of  Internal  Revenue  and 
pay  the  social  security  contribution  due. 

2.  In  addition,  the  employee  will  be  subject  to  a  penalty 
equal  to  one-half  of  the  social  security  contribution  on  the 
tips  not  reported  properly  to  the  employer.  (This  penalty 
may  be  waived  by  the  District  Director,  however,  if  the 
employee  can  show  that  his  failure  .to  report  his  tips  to  his 
employer  was  due  to  reasonable  cause  and  not  due  to  will- 
ful neglect.) 

D.  The  employer  is  not  required  to  pay,  out  of  his  own  funds, 
social  security  tax  contributions  on  tijjs  his  employees  re- 
ceived; but  he  must  collect  the  social  security  contribution 
due  on  tips  reported  to  him  from  the  employee's  wages  in 
his  possession,  and  from  funds  turned  over  to  him  by  the 
employee  for  payment  of  the  contribution. 

E.  //  the  employer  cannot  collect  all  the  social  security  contri- 
bution due  on  the  tips  reported  by  the  employee  Avithin  the 
time  prescribed  (see  B  above)  he  must  give  the  employee 
a  statement  of  the  contribution  still  owing.  This  is  required 
by  the  law  to  enable  the  employee  to  meet  his  tax  obliga- 
tions by  paying  his  contribution  directly  to  the  District 
Director  of  Internal  Revenue. 
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F.  The  employer  must  inchide  in  his  quarterly  report  of  wages 
to  the  District  Director  of  Internal  Revenue,  all  tip  income 
timely  reported  in  writing  to  him  by  his  employee,  whether 
or  not  he  has  been  able  to  collect  any  or  all  the  social 
security  contribution  due  on  such  tip  income. 

1408.  Tax  return  forms  used  by  employers  include: 

A.  Form  941    (Employer's  Quarterly  Federal  Tax  Return). 

B.  Form  942  (Employer's  Quarterly  Tax  Return  for  Household 
Employees   (For  Social  Security)). 

C.  Form  943  (Employer's  Annual  Tax  Return  for  Agricultural 
Employees). 

An  employer  luho  has  household  employees  in  addition  to  em- 
ployees to  he  reported  on  Form  941  may  report  both  classes  of  em- 
ployees on  Form  941  if  he  wants  to.  However,  on  this  form,  house- 
hold employees  must  be  identified  either  by  a  letter  "H"  after  the 
earnings  amoimts  or  grouped  under  the  heading  of  "Household." 

Form  941  also  is  used  by  employers  to  report  incoyne  tax  withheld. 

Forms  941,  942,  and  943  can  be  obtained  from  the  nearest  Dis- 
trict Director  of  Internal  Revenue. 

1409.  Due  dates  for  filing  returns  and  making  tax  payments 
(except  for  agricultural  employers;  State  and  local  political  subdivi- 
sion employers;  and  the  Armed  Forces  under  certain  conditions)  are: 

Calendar  quarter  Due  dates 

January-February-March    April  30. 

April-May-June July  31. 

July-August-September    October  31. 

October-November-December     January  31. 

Agricultural  employers  file  their  returns  annually,  on  or  before 
each  January  31,  for  agricultural  wages  paid  during  the  preceding 
calendar  year. 

1410.  State  and  local  governmental  employers  must  file  re- 
ports of  wages  paid  to  employees  whose  services  are  covered  by  social 
security  under  Federal-State  agreements.  These  reports  are  filed 
by  the  State  with  the  Social  Security  Administration  and  not  with  a 
District  Director  of  Internal  Revenue. 

1411.  Writ^fen  siatements  of  earnin(;s  must  be  given  employees 
by   every   employer   subject    to   social   security   tax   contributions. 

244 


Usually  Treasury  Fr)rm  W-2  (Wat^e  and  Tax  Statenientj  is  used 
for  this  purpose.  The  statement  nuist  show: 

A.  The  name  and  address  of  the  employer; 

B.  The  name,  address,  and  social  security  number  of  the  em- 
ployee; 

C.  The  t(jtal  amount  of  wages  (including  tips  reported  to  the 
employer  by  the  employee)  siibjec  t  to  social  se(  urity  ( ontribu- 
tions  which  were  paid  to  the  employee  during  the  c  alendar 
year;  and 

D.  The  amount  of  the  social  security  contribution  deducted  from 
the  employee's  wages. 

These  statements  must  be  given  to  employees  not  later  than  Jan- 
uary 31  following  the  calendar  year  in  which  the  wages  were  paid. 
However,  when  employment  ends  before  the  close  of  a  year,  the 
statement  must  be  given  to  the  employee  not  later  than  30  days 
after  the  last  wages  were  paid. 

1412.  Every  employer  is  required  to  keep  records  showing: 

A.  Amounts  and  dates  of  wage  payments  (including  tips  re- 
ported to  the  employer  by  the  employee). 

B.  Names,  addresses,  and  occupations  of  employees  receiving 
wages. 

C.  Employees'  periods  of  employment. 

D.  The  social  security  numbers  of  employees. 

E.  The  employer's  identification  number  (except  household  em- 
ployers). 

In  addition,  the  employer  (except  a  household  employer)  must 
keep  duplicate  copies  of  the  quarterly  and  annual  returns  on 
which  he  reports  his  employees'  wages  for  social  security  purposes. 
These  records  must  be  kept  for  a  period  of  at  least  4  years  after 
the  date  the  tax  contribution  is  due  or  is  paid,  whichever  is  later. 

Farm  operators  who  utilize  services  of  "crew  leaders"  must  keep  a 
record  showing  the  name,  home  address,  and  employer's  identifica- 
tion number  of  the  crew  leader. 

1413.  For  more  detailed  information  concerning  employer  de- 
duction AND  PAYMENT  OF  TAX  CONTRIBUTION,  employers  cau  obtain 
the  following  pamphlets  from  the  nearest  District  Director  of 
Internal  Revenue: 

A.  General  employment— "Circular  E,  Employer's  Tax  Gtiide." 

B.  Household  employment— "Circular  H,  Household  Employer's 
Social  Security  Tax  Guide." 
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C.    Agricultural    employment— "Circular   A,    Agricultural    Em- 
ployer's Social  Security  Tax  Guide." 

1414.  Self-employed  people  must  report  their  earnings  from 
SELF-EMPLOYMENT  to  the  District  Director  of  Internal  Revenue  and 
pay  the  self-employment  tax  contribution. 

For  details  about  figuring  net  earnings  from  self-employment  in- 
cluding the  optional  ways  of  figuring  net  earnings  which  self-em- 
ployed farmers  can  use,  see  chapter  12. 

1415.  The  social  security  tax  contribution  rate  on  self-em- 
ployment INCOME  is  the  sum  of  the  Retirement,  Survivors,  and  Dis- 
ability Insurance  contribution  rate  and  the  Hospital  Insurance 
contribution  rate  on  the  self-employment  income.  (The  Hospital 
Insurance  contribution  is  not  payable  for  taxable  years  which 
began  before  1966.) 

Taxable  Year    Retirement,  Survivors,       Hospital  Combined 

Begins  In  and  Disability  rate      Insurance  rate  rate 

1962   4.7%   4.70% 

1963-1965   5.4%   5.40% 

1966   5.8%   0.35% 6.15% 

1967-1968   5.9%   0.50% 6.40% 

1969-1972    6.6% 0.50% 7.10% 

1973-1975   7.0%   0.55% 7.55% 

1976-1979   7.0%   0.60%  7.60% 

1980-1986   7.0%   0.70% 7.70% 

1987  or  later 7.0%    0.80% 7.^ 


1416.  Self-employed  people  report  their  earnings  for  social 
security  when  they  file  their  Federal  income  tax  returns— on  or 
before  the  15th  day  of  the  4th  month  following  the  end  of  their 
taxable  year.  (For  people  with  a  calendar  tax  year  this  means  on  or 
before  April  15th.) 

1417.  Self-employed  people  who  have  net  earnings  of  $400  or 
more  in  any  taxable  year  must: 

A.  Get  a  social  security  number  if  they  do  not  already  have  one. 

B.  Make  a  return  on  Form  1040,  U.S.  Individual  Income  Tax 
Return,  including  Schedule  C.  (Farmers  use  Schedule  F  in- 
stead of  Schedule  C.) 

C.  Complete  Schedule  SE. 

D.  Send  the  return  and  schedules  to  the  District  Director  of 
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Internal    Revenue   with    any   self-employment   contribution 
that  is  due. 

1418.  A  PARTNERSHIP  IS  REQUIRED  TO  FILE  Form  1065  (Partnership 
Return  of  Income)  to  show  each  partner's  distributive  share  of  part- 
nership income  or  loss.  Each  partner  includes  on  his  individual  re- 
turn his  share  of  the  partnership  net  earnings  (or  loss)  from  self- 
employment. 

1419.  For  more  detailed  information  concerning  self-employ- 
ment TAX  CONTRIBUTION  PAYMENTS  the  foUowiug  pamphlets,  pub- 
lished by  the  Internal  Revenue  Service,  are  available: 

A.  General  self-employment— "Your  Federal  Income  Tax"  and 
"Tax  Guide  for  Small  Business."  These  can  be  purchased 
from  the  Superintendent  of  Documents,  U.S.  Government 
Printing  Office,  Washington,  D.C.  20402. 

B.  Farm  self-employment— "Farmer's  Tax  Guide." 

C.  Foreign  self-employment— "Tax  Guide  for  U.S.  Citizens 
Abroad." 

The  last  two  booklets  listed  can  be  obtained  from  the  nearest  Dis- 
trict Director  of  Internal  Revenue. 

1420.  A  STATEMENT  OF  THE  AMOUNT  OF  EARNINGS  CREDITED  TO  HIS 

RECORD  may  be  obtained  by  any  social  security  number  holder  or  by 
his  legal  or  authorized  representative.  However,  a  request  from  a 
representative,  other  than  a  legal  representative,  will  be  honored 
only  if  he  presents  a  written  authorization  from  the  number  holder. 
Requests  for  statements  of  earnings  should  be  sent  to  the  Social 
Security  Administration,  Baltimore,  Maryland  21235.  District  of- 
fices will  give  the  number  holders  and  employers  addressed  post 
carJs,  Form  OAR-7004  (Request  for  Statement  of  Earnings),  to  use 
in  requesting  statements  of  earnings  records. 

Every  social  security  number  holder  may  check  his  earnings  rec- 
ord once  a  year.  Since  the  law  has  a  time  limit  after  which  certain 
corrections  cannot  be  made  (see  §  1425),  every  number  holder 
should  check  his  earnings  record  at  least  once  every  3  years. 

1421.  Form  OAR-7014  (statement  of  earnings  recorded  in  your 
SOCIAL  security  ACCOUNT)  will  be  furnished  without  charge  to  the 
social  security  number  holder  who  requests  an  earnings  statement. 
This  statement  shows: 

A.  The  annual  totals  of  earnings  for  the  last  3  years  for  which 
posting  has  been  completed; 
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B.  The  earnings  posted  for  quarters  after  the  last  complete  year; 

C.  A  subtotal  of  earnings  after  1950;  and 

D.  The  total  of  all  earnings  reported  after  1936. 
Generally,  wages  paid  in  the  past  6  months,  or  self-employment 

income  reported  for  the  last  taxable  year  are  not  shown  on  this 
earnings  statement. 

Details  of  earnings  information  in  addition  to  that  shown  on 
OAR-7014  will  be  furnished  to  the  number  holder  or  his  authorized 
representative  without  charge  if  the  information  is  needed  in  con- 
nection with  social  security.  For  instance,  it  might  be  needed  for 
determining  the  accuracy  of  social  security  records,  eligibility  for 
benefits,  or  the  amount  of  benefits  or  social  security  contributions. 

For  any  other  purpose  details  of  earnings  information  other  than 
shown  on  OAR-7014,  will  be  furnished  upon  payment  of  a  fee 
covering  handling  costs.  The  fees  currently  being  charged  for  this 
type  of  information  may  be  ascertained  at  any  social  security  dis- 
trict office. 

1422.  To  CORRECT  HIS  SOCIAL  SECURITY  EARNINGS  RECORD,  a  pCrSOn 

should  get  in  touch  with  the  nearest  district  office.  He  should  do 
this  whenever  he  believes  his  earnings  have  not  been  correctly  re- 
ported or  credited  to  his  record.  The  district  office  will  help  him 
straighten  out  the  record. 

Usually  the  district  office  representative  will  first  check  to  see  if 
any  missing  reports  of  earnings  can  be  located. 

If  the  worker's  records  are  not  found,  the  district  office  usually  will 
^vrite  to  his  employer  to  get  a  statement  of  his  earnings.  However, 
the  district  office  will  not  disclose  the  worker's  name  to  his  employer 
in  connection  with  the  correction  of  his  earninsrs  record  unless  the 
worker  gives  his  permission. 

1423.  A  person's  earnings  record  will  be  corrected  if  there  is 
acceptable  evidence  that  the  worker  earned  as  much  as  he  claims 
to  have  earned.  This  evidence  may  be  a  statement  signed  by  the  em- 
ployer, pay  envelopes  or  pay  slips,  or  personal  records  of  his  As'ages. 

(See  §§  1727-1734  for  a  discussion  of  how  to  establish  wages.)  A 
self-employed  person  may  establish  his  earnings  by  submitting  a 
copy  of  his  tax  return  including  the  applicable  schedules,  together 
with  evidence  that  his  return  has  been  filed  ^vith  Internal  Revenue 
Service  (such  evidence  may  be  cancelled  checks.  Internal  Revenue 
receipts  or  other  evidence  of  payment  of  tax  sho^vn  on  the  return). 
If  a  partnership  is  involved,  a  copy  of  Form  1065  should  also  be 
furnished. 
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1424.  If  the  employer  and  employee  disagree  about  the 
AMOUNT  OF  WAGES  PAID  or  about  whcii  they  were  paid,  or  about 
whether  the  work  was  covered  by  social  security,  the  district  office 
helps  to  obtain  evidenc  e  to  settle  the  matter,  A  decision  is  made  as  to 
whether  the  earnin^rs  can  be  credited,  the  amount  of  earnings,  and 
the  period  to  which  they  should  be  credited.  The  worker  is  notified 
of  the  decision  and  the  correction,  if  any,  made  to  his  earnings 
record. 


1425.  The  time  limit  for  correcting  anyone's  earnings  record 
is  set  by  the  law.  An  earnings  record  can  be  corrected  on  the  basis  of 
a  request  made  at  any  time  up  to  3  years,  3  months,  and  15  days 
after  the  year  in  which  the  wages  were  paid  or  the  self-employment 
income  was  derived.  If  the  last  day  of  such  period  falls  on  a  Satur- 
day, Sunday,  legal  holiday  or  any  other  nonwork  day  for  Federal 
employees  (made  such  by  statute  or  executive  order),  the  period  for 
correction  is  extended  to  the  end  of  the  next  succeeding  workday. 
After  this  time  limit  has  passed,  the  earnings  record  can  be  corrected 
only  as  explained  below.  "Year"  means  "calendar  year"  for  wages 
and  "taxable  year"  for  self-employment  income.  The  following  chart 
illustrates  how  the  time  limit  operates: 


Calendar  or  taxable  year  in 
which  wages  paid  or  self- 
employment  income  derived 


Period  for  correction  (3 
years,  3  months,  and  15 
tlays  after  end  of  calendar 
or  taxable  year) 


Record  of  wage  or 
self-employment 
income  is  final  on 
this  day 


Calendar  year  1965  

Taxable  year  ending  6/30/65 


1/1/66  through  4/15/69  . 
7/1/65  through  10/15/68 


4/16/69. 
10/16/68. 


1426.    Earnings  records  cannot  be  revised  after  the  time  limit 
HAS  passed  except: 

A.  To  correct  an  entry  established  through  fraud; 

B.  To  correct  an  obvious  mechanical  or  clerical  error; 

C.  To  correct  errors  in  crediting  earnings  to  the  wrong  person 
or  to  the  wrong  period; 

D.  To  transfer  items  to  or  from  the  Railroad  Retirement  Board 

(if  reported  to  the  wrong  agency),  or  to  add  railroad  earnings 
to  social  security  earnings  when  the  law  permits; 

E.  To  add  wages  paid  in  a  period  by  an  employer  Avho  made  no 
report  of  any  wages  paid  to  the  worker  in  that  period; 

F.  To  add  or  remove  wages  in  accordance  with  a  wage  report 
filed  by  the  employer  with  a  District  Director  of  Internal 
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Revenue  or,  if  a  State  or  local  governmental  employer,  with 
the  Social  Security  Administration; 

G.  To  add  self-employment  income  in  a  taxable  year  if  an  in- 
dividual or  his  survivor  establishes  that  a  self-employment  tax 
return  for  that  year  was  filed  before  the  time  limit  ran  out, 
and  either  no  self-employment  income  for  that  year  has  been 
recorded  in  the  individual's  earnings  record,  or  the  self- 
employment  income  for  that  year  has  been  recorded  in  the 
earnings  record  in  an  amount  less  than  the  amount  reported 
on  the  self-employment  tax  return;  and 

H.  To  add  self-employment  income  for  any  taxable  year  up  to, 
but  not  in  excess  of,  the  amount  of  earnings  deleted  as  being 
erroneously  recorded  as  wages,  providing  a  tax  return  re- 
porting such  self-employment  income  is  filed  within  3  years,  3 
months,  and  15  days  after  the  taxable  year  in  which  such 
"wages"  were  deleted. 


1427.  The  earnings  record  for  a  year  may  be  revised  even 
AFTER  THE  TIME  LIMIT  for  that  year  has  run  out,  if  before  it  ran  out, 
the  worker  or  his  survivor  applied  for  benefits  or  requested  a  re- 
vision of  his  earnings  record  for  that  year,  except  that  the  earnings 
record  may  not  be  revised  after  the  final  decision  on  an  application. 
In  the  case  of  a  request  for  revision  of  the  earnings  record,  the  only 
years  open  to  correction  are  those  for  which  revision  has  specifically 
been  requested  (on  which  the  time  limit  ran  out  before  the  date 
of  the  final  decision). 

"Survivor"  in  this  section  means  the  worker's  widow  (including 
a  surviving  divorced  wife  or  surviving  divorced  mother),  widower, 
child,  or  parent. 

1428.  The  time  limit  is  suspended  while  a  person  is  in  the  active 
military  service  on  or  after  10/17/40.  The  suspension  period  ends 
with  the  date  of  discharge  from  active  service,  the  date  of  the  per- 
son's death,  or  the  date  the  Soldiers'  and  Sailors'  Civil  Relief  Act  of 
1940  ceases  to  be  in  force,  whichever  is  earliest. 

The  time  limit  also  is  suspended  during  the  military  service  of  an 
heir  of  the  worker.  Heirs  include  spouse,  child,  and  parent.  Thus,  if 
a  woman  worker's  husband  was  in  the  military  service  when  she 
died,  the  time  limitation  would  be  extended  by  the  time  between 
her  death  and  the  date  of  the  widower's  discharge  from  the  service. 
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1429.    Notice  of  changes  in  an  earnings  record  will  not  be  given 
unless: 

A.  The  worker  or  his  survivor  was  previously  given  a  report  of 
his  wages  for  periods  in  which  the  deletion  or  reduction  is 
made;  or 

B.  Amounts  recorded  as  self-employment  income  are  being  re- 
duced. However,  a  survivor  will  be  given  notice  of  a  change 
only  if  the  worker  or  the  survivor  was  previously  given  a 
report  of  self-employment  income  for  the  period  involved. 
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Chapter  15 

Filing  a  Claim 


1500.  Filing  of  applications— general. 

1501.  Who  must  execute  application  form. 

1502.  When   effective   application  can  be  filed. 

1503.  Individual  near  retirement  age  should  contact  district   office. 

1504.  Result  of  delay  in  filing  for  benefits. 

1505.  Where  applications  may  be  filed. 

1506.  Application   filed   with   Veterans'   Administration   or  Railroad   Retirement 
Board. 

1507.  When  application  is  considered  filed. 

1508.  Requirements  for  valid  application.  V 

1509.  Written  statement  considered  as  application. 

1510.  Application  may  be  effective  for  more  than  one  benefit. 

1511.  Completing  the  application  form. 

1512.  District  office  assistance  in  completing  application. 

1513.  Retroactive  effect  of  application. 

1514.  Claimant  may  restrict  retroactivity. 

1515.  Right  to  withdraw  application. 

1516.  Withdrawal  request  must  be  in  writing. 

1517.  Time  limit  for  applying  for  lump-sum  death  payment. 

1518.  Exception  to  time  limit— death  in  armed  forces  outside  the  U.S. 

1519.  Extension  of  time  limit-S.S.C.R.A.  of   1940. 

1520.  Extension  of  time  limit  for  good  cause. 

1521.  Good  cause  defined. 

1522.  Time  limit  on  filing  proof  of  support. 

1500.  Ordinarily  an  application  must  be  filed  for  a  person  to  be 
entitled  to  benefits  or  to  establish  a  period  of  disability  under  the 
retirement,  survivors,  and  disability  insurance  program.  The  ap- 
plication should  be  made  on  a  special  form  which  is  provided  by  the 
Social  Security  Administration  at  any  district  office.  The  completed 
and  signed  application  form  should  be  filed  at  a  district  office  or 
with  a  person  authorized  to  receive  applications  outside  such  office. 
Once  the  form  is  filed,  it  becomes  the  property  of  the  Administra- 
tion and  will   not  be  returned  to  the  claimant. 

Since  a  person  age  65  or  over  who  is  entitled  to  monthly  benefits 
under  social  securi4;y  or  railroad  retirement,  is  automatically  en- 
titled to  hospital  insurance  protection,  no  separate  application  for 
this  is  required.  However,  an  application  for  hospital  insurance 
is  necessary  for  the  person  who  is  uninsured  and  can  be  entitled  only 
under  the  transitional  deemed  entitled  provision  (see  §  2105). 

Also,  where  a  person  age  65  or  over  wishes  to  enroll  under  the 
supplementary  medical  insurance  plan,  he  must  file  a  request  for 
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enrollment.  This  request  for  enrollment  must  be  filed  regardless  of 
whether  he  is  entitled  to  both  monthly  cash  benefits  and  hospital 
insurance  protection,  entitled  to  liosjjital  insurance  protection  only 
under  the  transitional  pr(jvision,  or  not  entitled  to  either.  For  fur- 
ther information  aboiu  enrollment,  see  chapter  2.S. 

1501.  The  person  eligible  for  benefits  ordinarily  must  exe- 
cute THE  APPLICATION  if  he  is  at  least  18  years  of  age,  mentally  com- 
petent, and  physically  able  to  execute  the  form.  However,  an 
application  for  child's  benefits  may  be  executed  on  behalf  of  a 
mentally  competent  claimant  age  18  or  over  biu  under  22  by  the 
parent  or  by  a  person  standing  in  place  of  the  parent.  In  other  situa- 
tions, an  application  may  be  filed  on  behalf  of  the  eligible  person 
by  his  legal  guardian,  committee  or  other  legal  representative  if  one 
has  been  appointed  or,  in  some  cases,  by  the  person  who  is  caring 
for  him.  It  is  not  ahvays  necessary  that  a  person  have  the  physical 
custody  of  the  beneficiary  on  whose  behalf  he  is  filing  for  benefits. 
(See  chapter  16  for  a  discussion  of  Representative  Payees.) 

While  a  competent  adult  who  is  physically  able  to  complete  the 
application  form  may  choose  to  have  an  attorney  or  other  person 
act  as  his  agent  in  any  proceedings  before  the  Social  Security  Ad- 
ministration, an  application  filed  by  an  agent  on  his  behalf  is  not 
valid. 

1  502.  An  APPLICATION  FOR  MONTHLY  RETIREMENT,  SURVIVORS,  OR  DIS- 
ABILITY BENEFITS  MAY  BE  FILED  BEFORE  THE  FIRST  MONTH  for  which 

the  person  can  be  entitled,  and  an  application  for  the  establishment 
of  a  period  of  disability  may  be  filed  before  the  first  day  that  such 
period  can  begin.  In  such  circumstances,  the  application  will  be 
valid  if  the  person  actually  becomes  eligible  for  the  benefit,  or  for 
the  period  of  disability,  at  some  time  before  a  final  decision  on  his 
application  is  made.  The  application  for  benefits  will  then  be  con- 
sidered as  having  been  filed  in  the  first  month  of  eligibility. 

A  person  can  file  an  application  for  hospital  insurance  protection 
(under  the  transitional  provisions  discussed  in  §  2105)  at  any  time 
in  the  3  months  preceding  the  first  month  in  which  he  meets  the 
other  requirements  for  deemed  entitlement  under  these  provisions. 
(See  §  2305  for  information  about  the  proper  enrollment  periods 
for  supplementary  medical  insurance  coverage.) 

1503.  A  WORKER  SHOULD  GET  IN  TOUCH  WITH  HIS  SOCIAL  SECURITY 
DISTRICT   OFFICE    WITHIN    3    MONTHS    BEFORE    REACHING    AGE    62.    The 

district  office  will  give  him  the  information  he  needs  to  decide 
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whether  or  not  to  file  an  application  for  retirement  benefits  at  that 
time.  If  the  person  does  not  then  file  application,  he  should  contact 
the  district  office  again: 

A.  Within  8  months  before  the  time  he  will  stop  working;  or 

B.  As  soon  as  he  knows  that  he  will  neither  earn  more  than  $125 
in  wages  nor  render  substantial  services  in  self-employment 
in  one  or  more  months  of  the  year,  regardless  of  his  expected 
total  annual  earnings  (see  chapter  18  for  the  annual  earnings 
test);  or 

C.  Within  3  months  of  his  65th  birthday,  even  if  he  is  still 
working. 

1504.  Prompt  filing  of  an  application  is  desirable  even  if  the 
person  is  still  working.  Delay  may  result  in  fewer  payments  since 
monthly  benefits  cannot  be  paid  retroactively  for  more  than  12 
months  before  the  month  in  which  the  application  is  filed.  See  § 
1513.  It  may  also  result  in  delayed  coverage  under  the  hospital  and 
medical  insurance  programs,  or  even  in  the  permanent  loss  of  the 
opportunity  to  enroll  in  the  medical  insurance  program. 

Sometimes,  however,  it  may  not  be  to  the  person's  disadvantage  to 
delay  filing  his  application  for  benefits.  This  may  occur  where: 

A.  The  person  is  under  65  (under  62  if  a  widow)  and  may  wish 
to  wait  and  receive  an  unreduced  benefit  at  age  65  (or  62 
if  a  widow);  or 

B.  The  person  would  lose  benefits  payable  under  some  other 
program. 

1505.  Applications  for  social  security  benefits  may  be  filed: 

A.  At  a  district  office  of  the  Social  Security  Administration  or 
with  an  authorized  einployee  of  the  Administration;  or 

B.  At  a  U.S.  Foreign  Service  post,  if  the  claimant  is  not  a  resident 
of  the  U.S.  (in  the  Philippines,  applications  may  be  filed  at 
the  U.S.  VA  Regional  Office  in  Manila);  or 

C.  In  certain  cases,  with  the  Railroad  Retirement  Board  or  the 
Veterans'  Administration.   (See  §  1506  beloAV.) 

While  the  social  security  regulations  authorize  acceptance  of  ap- 
plications filed  at  any  Foreign  Service  post,  such  posts,  other  than 
Hong  Kong,  are  reluctant  to  handle  applications  for  social  security 
benefits  unless  the  time  limit  in  filing  for  a  lump-sum  death  pay- 
ment, or  filing  proof  of  support  is  about  to  expire.  Therefore,  per- 
sons outside  the  U.S.,  except  those  living  in  or  near  Hong  Kong  and 
those  in  the  Philippines  (see  (B)  above)  should  mail  their  applica- 
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tions  to  the  Social  Security  Administration,  Post  Office  Box  1756, 
Baltimore,  Maryland  21203. 

1506.  Applications  filed  with  the  veterans'  administration  or 
THE  railroad  RETIREMENT  BOARD  for  benefits  payable  under  their 
programs  may,  in  certain  instances,  be  considered  as  applications  for 
social  security  benefits  and,  if  so,  the  claim  will  be  transferred  to  the 
Social  Security  Administration: 

A.  An  application  filed  with  the  Veterans'  Administration  after 
1956  for  survivor's  dependency  and  indemnity  compensation 
may  also  be  considered  as  an  application  for  child's,  widow's, 
mother's,  or  parent's  monthly  social  security  benefits  (but  not 
for  the  lump-sum  death  payment). 

B.  An  application  filed  with  the  Railroad  Retirement  Board  may 
also  be  considered  an  application  for  social  security  benefits 
if  it  is  filed  by: 

1,  A  worker  with  less  than  120  months  of  railroad  service;  or 

2.  The  worker's  survivors. 

C.  An  application  for  a  disability  annuity  filed  with  the  Railroad 
Retirement  Board  is  considered  to  be  an  application  to  estab- 
lish a  period  of  disability  under  both  the  Railroad  Retirement 
Act  and  the  Social  Security  Act. 

1507.  An  application  for  benefits  is  considered  to  be  filed  as 
OF  THE  day  that  a  properly  executed  application  form  is  received  by 
a  district  office,  by  any  other  office  which  has  authority  to  accept 
applications,  or  by  an  employee  of  the  Social  Security  Administration 
authorized  to  receive  applications  at  a  place  other  than  these  offices. 
However,  one  of  the  following  dates  may  be  used  instead,  as  of  the 
filing  date,  to  protect  the  claimant's  rights  to  benefits: 

A.  The  mailing  date,  if  the  use  of  the  postmark  on  the  envelope 
would  be  more  advantageous  than  the  date  of  receipt  by  such 
office  or  employee.  (However,  the  mailing  date  can  only  be 
be  used  where  the  application  is  deposited  in  and  transmitted 
by  the  United  States  mail.) 

B.  The  date  it  is  received  in  a  U.S.  Foreign  Service  Office  (or  in 
the  U.S.  Veterans'  Administration  Regional  Office,  Manila); 
or 

C.  In  proper  cases,  the  date  it  is  received  in  an  office  of  the  Rail- 
road Retirement  Board  or  the  Veterans'  Administration  (see 
§  1506). 

255 


1508.  Application  for  benefits  must  be: 

A.  Made  on  a  prescribed  form  (a  written  statement  may  be  con- 
sidered an  application  under  certain  conditions,  see  §  1509); 
and 

B.  Signed  by  a  proper  person   (see  §  1501);  and 

C.  Filed  with  the  offices  (or  employees)  specified  in  §§  1505  and 
1506;  and 

D.  Filed  while  the  person  who  is  eligible  for  benefits  is  still 
living.  (Where  an  individual  dies  after  requesting  benefits  in 
writing,  but  before  filing  a  prescribed  form,  see  §  1509.) 

1509.  Any  written  statement  requesting  benefits  may  be  con- 
sidered AS  AN  application  IF  ALL  OF  THE  FOLLOWING  REQUIREMENTS 

ARE  met: 

A.  The  statement  indicates  an  intention  on  the  part  of  the  writer 
to  claim  benefits,  the  lump  sum,  or  to  establish  a  period  of 
disability;  and 

B.  The  statement  is  signed  by  the  claimant,  or  some  other  person 
who  is  a  proper  party  to  file  the  application  (see  §  1501);  and 

C.  A  prescribed  application  form  is  filed  by  the  claimant  (or  a 
person  who  is  a  proper  party  to  file  an  application  for  the 
claimant)  within  6  months  after  the  date  of  the  Social  Security 
Administration's  notice  to  the  claimant  that  a  formal  applica- 
tion is  necessary;  and 

D.  Either: 

1,  The  claimant  is  alive  when  the  prescribed  application 
form  is  filed;  or 

2.  If  the  claimant  died  before  filing  it,  the  prescribed  ap- 
plication form  is  filed  by  a  person  acting  on  behalf  of  the 
claimant's  estate  or  by  a  survivor  eligible  for  benefits  on 
his  earnings  record,  within  6  months  after  the  Social  Se- 
curity Administration's  notice  to  him  that  a  formal  ap- 
plication is  necessary. 

1510.  Each  application  form  clearly  shows  the  extent  to 

WHICH  IT  MAY  BE  USED  AS  AN  APPLICATION  FOR  BENEFITS.  For  exam- 
ple, the  present  applications  for  the  lump-sum  death  payment  or 
for  monthly  benefits  may  be  applications  for  all  benefits  that  a 
claimant  may  be  entitled  to  on  any  social  security  record.  The 
scope  of  any  application  may,  however,  be  expanded  or  restricted 
as  the  claimant  desires  if  appropriate  remarks  are  added  in  writing 
on  the  application  form. 

256 


A  person  who  is  eligible  for  both  rcdiued  retirement  insurance 
benefits  and  reduced  husband's  or  wife's  insurance  benefits  begin- 
ning with  the  same  month  cannot  restrict  his  application  to  a  specific 
monthly  benefit.  He  is  by  law  deemed  to  have  filed  for  both  types 
of  benefits  if  he  files  for  either  one.  Similarly,  it  is  not  possible  for 
a  person  who  is  eligible  for  monthly  benefits  to  limit  an  application 
to  hospital  insurance  protection.  If  he  ^vishes  hospital  insurance  pro- 
tection, he  must  apply  for  and  become  entitled  to  the  monthly  bene- 
fit. See  §  2101. 

1511.  The  claimant  should  answer  all  the  questions  on  the 
application  form,  except  in  very  special  circumstances.  If  he  does  not 
knoAv  the  answer  to  a  question,  he  should  write  in  "unknown."  If 
he  does  not  answer  a  question  material  to  his  right  to  benefits,  an 
award  cannot  be  made.  If  the  claimant  cannot  write,  he  should  sign 
by  mark  and  his  name  should  be  shown  on  the  signature  line.  A 
signature  by  mark  must  be  ^vitnessed  as  indicated  on  the  application 
form. 

1512.  If  the  claimant  finds  that  he  needs  help  in  completing 
THE  application  FORM,  any  social  security  district  office  will  assist 
him  free  of  charge.  If  he  cannot  go  to  the  district  office  personally 
because  of  poor  health,  or  if  there  is  no  district  office  near  his  home, 
the  claimant  can  get  full  information  and  application  forms  by  call- 
ing or  writing  to  the  district  office  or,  if  necessary,  someone  from  the 
district  office  will  go  to  the  person's  home  to  help  him. 

1513.  A  person  may  be  entitled  to  benefits  retroactively  for  as 
many  as  12  months  before  the  month  in  which  he  filed  his  applica- 
tion for  benefits.  He  is  entitled  to  benefits  beginning  with  the  first 
month  in  the  retroactive  period  in  which  he  met  all  the  require- 
ments to  be  entitled  to  benefits  except  for  the  filing  of  an  applica- 
tion. For  example,  if  a  man  reaches  age  62  in  3/66,  and  is  then  fully 
insured  but  does  not  file  an  application  for  retirement  insurance 
benefits  until  3/67,  he  may  be  entitled  retroactively  beginning  with 
the  month  of  3/66. 

Even  if  a  person  files  application  after  he  is  no  longer  eligible  for 
monthly  benefits,  he  may  in  a  proper  case  be  paid  benefits  for  the 
period  beginning  12  months  before  the  month  the  application  is 
filed  and  ending  with  the  month  before  the  month  he  is  no  longer 
eligible. 

Example:   A  worker  died  fully  insured  in  7/66  leaving  a  de- 
pendent child  under  18  eligible  for  benefits.  The  child  reached 
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age  18  in  12/66  but  the  application  for  child's  benefits  was  not 
filed  until  2/67.  The  child  was  not  attending  school,  and  was  not 
disabled.  The  application  is  effective  back  to  7/66,  the  month  in 
which  the  worker  died.  Monthly  benefits  may  be  paid  for  the 
period  7/66  through  11/66.  No  benefits  are  payable  for  months 
beginning  with  12/66,  the  month  in  which  the  child  reached  age 
18,  since  he  was  neither  a  full-time  student  nor  under  a  disability 
which  began  before  age  18. 

If  a  person  had  requested  benefits  in  a  written  statement  but  died 
before  filing  the  prescribed  application  form,  and  if  there  were 
months  in  the  period  before  his  death  for  which  payment  could 
have  been  made  had  he  then  filed  an  application,  benefits  may  be 
payable  for  those  months.  Benefits  for  those  months  may  also  be  paid 
to  a  person  whose  right  to  benefits  depended  upon  the  first  person 
being  alive  and  entitled  to  benefits. 

1514.  The  claimant  may  restrict  his  retroactive  right  to 
BENEFITS  by  making  the  request  in  writing  at  the  time  he  files  his 
application. 

A  claimant  filing  for  reduced  retirement,  husband's,  wife's,  or 
widow's  insurance  benefits,  may  want  to  restrict  the  retroactive  effect 
of  his  application  in  certain  situations  in  order  to  waive  one  or  more 
consecutive  months  beginning  with  the  first  month  of  the  retro- 
active period,  where  this  would  result  in  a  larger  benefit  amount. 
In  this  way,  "waived"  months  are  not  used  in  computing  the  reduc- 
tion factor  (see  §  726),  which  may  result  in  a  higher  benefit  amount 
for  subsequent  months.  A  claimant  might  wish  to  do  this,  for  ex- 
ample, where  no  benefits  are  payable  for  the  waived  retroactive 
months  because  of  the  nonpayment  of  benefits  provisions  (see  chap- 
ter 18);  or  he  might  be  willing  to  forego  benefits  for  certain  months 
in  order  to  receive  somewhat  higher  benefits  from  then  on. 

However,  if  he  became  eligible  for  both  reduced  husband's  or 
wife's  benefits  and  retirement  insurance  benefits  beginning  with  the 
same  first  month  in  the  retroactive  period,  he  cannot  waive  entitle- 
ment to  one  type  of  benefit  for  months  during  the  retroactive  period 
and  not  waive  his  entitlement  to  the  other  reduced  benefit  for  the 
same  months. 

1515.  A  PERSON  MAY  WITHDRAW  HIS  APPLICATION  for  benefits  if  he 
believes  it  to  be  to  his  advantage  to  do  so,  provided  his  request  for 
withdrawal  is  approved  by  the  Social  Security  Administration.  Ap- 
proval for  withdrawal  will  generally  be  granted  even  after  a  deter- 
mination has  been  made  on  his  claim.  However,  the  withdrawal  of 
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an  application  will  not  be  recognized  if  its  sole  purpose  is  to  enable 
the  claimant  to  qualify  for  a  nonservice-connected  veteran's  pension 
or,  in  the  case  of  an  alien  claimant,  to  avoid  the  provision  in  the  law 
prohibiting  payment  of  social  security  benefits  where  the  claimant 
has  been  outside  the  United  States  for  more  than  6  consecutive  cal- 
endar months.  Also,  once  a  person's  coverage  period  under  the  sup- 
plementary medical  benefits  plan  has  begun,  withdrawal  of  his 
request  for  enrollment  cannot  be  approved.  But  see  §  2317  for  times 
when  an  enrollee  may  give  notice  that  he  no  longer  washes  to  par- 
ticipate in  the  medical  plan. 

After  a  decision  has  been  made  on  his  claim,  a  beneficiary  may 
withdraw  an  application  only  if  any  other  beneficiary  whose  entitle- 
ment will  be  nidlified  consents  and  repayment  is  made  of  any 
amounts  received,  entitlement  to  which  is  nullified  by  the  with- 
drawal. 

Ordinarily,  the  effective  date  of  the  withdrawal  is  the  day  the  re- 
quest is  received;  however,  the  mailing  date,  as  shown  by  the  post- 
mark, may  be  used  if  it  makes  a  material  difference.  (There  is  no 
right  to  reconsideration  or  appeal  based  on  a  withdrawn  claim.) 
A  new  application  will  have  to  be  filed  if  the  person  later  decides 
that  he  wishes  to  claim  benefits. 

1516.  Any  written  request  for  withdrawal  of  a  claim  is  ac- 
ceptable; however,  the  Social  Security  Administration  has  a  special 
form  for  this  purpose.  The  withdrawal  request  must  be  signed  by 
the  claimant  and  should  include  a  statement  showing  that  he  realizes 
the  effects  of  his  action.  Though  a  person  withdraws  his  claim,  the 
Administration  retains  possession  of  the  application  form  and  all 
related  papers. 

1517.  An  application  for  the  lump  sum  must  be  filed  within  a 
2-YEAR  PERIOD  by  the  person  eligible  for  the  lump  sum  unless  the 
eligible  person  is  the  widow  (or  widower)  of  the  deceased,  and  she 

(or  he)  was  entitled  to  wife's  benefits  (or  husband's  benefits)  for  the 
month  before  the  month  in  which  the  insured  person  died.  In  the 
latter  case  no  application  for  the  lump  sum  is  required. 

The  2-year  filing  period  ends,  ordinarily,  with  the  second  anniver- 
sary of  the  insured  person's  death;  however,  under  the  conditions 
set  out  in  the  following  sections,  the  filing  period  may  be  extended. 

If  the  last  day  of  the  filing  period  is  a  Saturday,  Sunday,  legal  holi- 
day, or  other  nonwork  day  for  Federal  employees  by  statute  or  Exec- 
utive Order,  the  application  may  be  filed  on  the  next  work  day. 
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1518.  When  a  member  of  the  u.s.  armed  forces  dies  outside  the 
U.S.,  the  period  for  filing  application  for  the  lump  sum  payable  on 
his  social  security  record  ends  2  years  after  the  day  the  body  is 
interred  or  reinterred  (rather  than  2  years  after  the  day  of  death) 
under  the  following  conditions,  if  the  person  claiming  the  lump  sum 
is  equitably  entitled  to  it  because  of  having  paid  the  expenses  of 
interment  or  reinterment: 

A.  Death  occurred  after  6/24/50,  and  before  1/1/57: 

1.  Outside  the  U.S.;  and 

2.  The  serviceman  was  on  active  duty  in  the  Armed  Forces 
of  the  U.S.;  and 

3.  The  body  is  interred  or  reinterred  in  the  U.S.  (including 
Alaska  and  Hawaii),  Puerto  Rico,  the  Virgin  Islands,  or, 
after  9/13/60,  Guam  or  American  Samoa. 

B.  Death  occurred  after  12/31/56: 

1.  Outside  the  U.S.;  and 

2.  The  deceased  was  a  member  of  a  uniformed  service  of  the 
U.S.  which  is  covered  by  social  security;  and 

3.  The  body  is  interred  or  reinterred  in  the  U.S.  or  in  a 
Territory  or  possession  of  the  U.S. 

The  filing  period  is  not  extended  in  those  cases  where  the  de- 
ceased's widow  or  widower  could  be  entitled  to  the  lump  sum  only 
on  the  basis  of  relationship. 

1519.  The  soldiers'  and  sailors'  civil  relief  act  of  1940  provides 
for  an  extension  of  filing  time  so  that  a  serviceman  will  not  lose  any 
benefits  because  of  inability  to  make  a  proper  application  while  in 
military  service. 

1520.  An  application  for  the  lump  sum  will  be  deemed  to  have 
been  filed  within  the  2-year  period  after  the  worker's  death,  if 
there  is  good  cause  (defined  in  §  1521)  for  a  failure  to  file  the  ap- 
plication within  that  period. 

1521.  Good  cause  means  that  the  claimant  did  not  file  the  applica- 
tion within  the  time  limit  because  of: 

A.  Circumstances  beyond  his  control,  such  as  extended  illness, 
communication  difficulties,  etc.;  or 

B.  Incorrect  or  incomplete  information  given  him  by  the  Social 
Security  Administration;  or 
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C.  Efforts  to  get  the  evidence  to  support  liis  <  laim,  without 
realizing  that  he  could  file  the  application  within  the  time 
limit  and  submit  the  supporting  evidence  later;  or 

D,  Unusual  or  unavoidable  circumstances,  which  show  that  he 
could  not  reasonably  be  expected  to  have  been  aware  of  the 
need  to  file  the  application  within  a  specified  period. 

Good  cause  cannot  be  established  if  the  person  was  informed  that 
an  application  for  the  lump  sum  had  to  be  filed  w^ithin  the  initial 
2-year  period  and  he  did  not  do  so  because  he  was  negligent  or  be- 
cause he  did  not  then  want  to  claim  the  lump-sum  death  payment. 

1522.  Evidence  of  one-half  support  must  be  filed  within  a 
2-YEAR  TIME  LIMIT  by  the  parents,  husband,  or  widower  of  an  in- 
sured worker  in  order  to  establish  their  potential  entitlement  to 
benefits  on  the  insured  person's  social  security  record.  The  2-year 
period  within  which  the  evidence  of  support  must  be  filed  depends 
upon  the  circumstances  and  the  particular  benefit  to  which  the  per- 
son may  be  entitled  (see  §  329  for  husband's  benefits;  §  414  for  wid- 
ower's benefits;  §  431  for  parent's  benefits). 

Tfie  time  limit  may  be  extended  if  good  cause,  as  explained  in 
§  1521,  is  established  for  failtire  to  file  the  evidence  within  the  ap- 
plicable time  limit. 


261 


Chapter  16 

Representative  Payees 


1600.  Payment  of  cash  benefits  to  person  other  than  beneficiary— basic  policy. 

1601.  Interest  of  beneficiary  to  be  served. 

1602.  Minor  child. 

1603.  Person  entitled  to  child's  benefits  as  full-time  student. 

1604.  When  payment  made  directly  to  adult. 

160.5.  Evidence  of  an  adult  beneficiary's  incapability. 

1606.  Court  finding  of  incompetence. 

1607.  Medical  e\idence  of  a  person's  incapability. 

1608.  The  classes  of  payees. 

1609.  Usual  order  of  preference  in  selecting  payee  for  child. 

1610.  Usual  order  of  preference  in  selecting  payee  for  adult. 

1611.  Evidence  of  appointment. 

1612.  When  a  new  representative  payee  will  be  selected. 

1613.  After  a  period  of  incapability,  a  beneficiary  becomes  capable. 

1614.  Evidence  of  present  ability  to  manage  benefits. 

1615.  The  duties  of  a  representative  payee. 

1616.  Proper  use  of  benefits. 

1617.  Current  needs. 

1618.  Old  bills. 

1619.  When  saving  is  proper. 

1620.  Disposition  of  accumulated  benefits. 

1621.  Accounting  for  benefits. 


1600.  The  basic  policy  of  the  social  security  administration 
with  respect  to  the  appointment  of  a  representative  payee  (i.e.,  a 
person  selected  to  receive  cash  benefit  payments  on  behalf  of  a  bene- 
ficiary) is  that  every  adult  is  entitled  to  receive  his  own  cash  benefit 
payments  unless  he  has  been  determined  to  be  incapable  of  doing  so. 
This  chapter  sets  forth  the  principles  which  are  followed  in  deciding 
when  the  beneficiary  is  incapable  of  receiving  payment  of  his  own 
cash  benefits  and  it  \vould  be  in  his  best  interest  to  certify  payment 
to  a  representative  payee. 

Note  that,  regardless  of  a  beneficiary's  capability  to  manage  bene- 
fits, hospital  and  supplementary  medical  insurance  benefits  are  not 
generally  paid  to  him;  rather,  they  are  paid  directly  to  the  organiza- 
tion or  individual  that  has  provided  him  with  hospital,  medical,  or 
related  health  care  services.  In  the  case  of  supplementary  medical 
insurance  benefits,  however,  see  §  2401  for  ^vhen  payment  may  be 
made  to  the  beneficiary  himself. 
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1601.  Where  it  appears  that  the  interest  of  a  beneficiary 
WOULD  BE  SERVED  thereby,  tlie  Social  Security  Act  provides  that  pay- 
ment may  be  made  for  his  use  and  benefit  to  a  relative  or  some  other 
person,  regardless  of  the  legal  competency  or  incompetency  of  the 
beneficiary.  There  must  be  positive  evidence  of  an  adult  benefici- 
ary's incapability  of  managing  the  funds  before  it  will  be  found  to  be 
in  his  best  interest  to  designate  a  representative  payee  for  him.  (See 
§§  1605-1607  for  acceptable  evidence  of  mental  or  physical  incapa- 
bility.) 

1602.  A  MINOR  child  (a  child  under  18  years  of  age)  is  ordinarily 
considered  incapable  of  managing  his  own  benefit  payments  and  a 
representative  payee  will  be  selected  to  receive  payment  on  the 
child's  behalf.  However,  payment  may  be  made  directly  to  a  minor 
child  if: 

A.  There  is  no  indication  that  the  minor  is  immature  or  un- 
stable; and 

B.  It  appears  to  be  in  the  minor  child's  best  interest  to  make  di- 
rect payment;  and 

C.  The  minor  child  is: 

1.  Entirely  self-supporting  and  living  away  from  home;  or 

2.  In  the  Armed  Forces;  or 

3.  A  widow  at  least  sixteen  years  of  age  who  is  filing  for  social 
security  benefits  for  herself  and/or  her  child. 

See  §  1603  for  discussion  of  the  situation  in  which  a  person  who 
has  attained  the  age  of  18  but  not  the  age  of  22,  is  entitled  to  child's 
insurance  benefits  as  a  full-time  student. 

1603.  When  a  person  who  has  attained  the  age  of  18  but  not 

the  AGE  OF  22  is  ENTITLED  TO  CHILD'S  BENEFITS  AS  A  FULL-TIME  STU- 
DENT, benefits  may  be  paid  to  an  applicant  who  qualifies  as  repre- 
sentative payee  on  behalf  of  the  student  or  directly  to  the  student. 

When  an  entitled  child  attains  age  18  and  continues  to  be  en- 
titled to  child's  benefits  as  a  full-time  student,  a  representative  payee 
who  has  been  receiving  and  properly  administering  benefits  on  be- 
half of  the  beneficiary  may  continue  to  receive  the  benefits  if  no 
change  of  payee  is  requested.  A  student  may  be  substituted  as  payee 
on  his  own  behalf  at  age  18  at  the  request  or  with  the  consent  of  the 
representative  payee. 

If  the  student  becomes  entitled  or  re-entitled  to  social  security 
benefits  after  he  has  attained  age  18,  his  parent  (or  person  standing 
in  place  of  the  parent)  will  ordinarily  be  selected  as  payee  if  no 
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request  for  direct  payment  is  made.  A  student  who  applies  for  bene- 
fits on  his  own  behalf  will  ordinarily  be  selected  as  payee  in  the  fol- 
lowing situations: 

A.  The  parent  requests  or  agrees  to  have  payment  made  to  the 
student;  or 

B.  The  student  has  attained  age  21;  or 

C.  The  student  establishes  that  he  is  self-supporting  and  living 
away  from  home;  or 

D.  The  parent  ceases  to  qualify  as  payee  on  behalf  of  the  student 
and  selection  of  another  representative  payee  is  not  indicated. 

1604.  Payment  is  made  directly  to  an  adult  beneficiary  un- 
less: 

A.  He  is  mentally  incapable  of  managing  his  benefit  payments;  or 

B.  He  is  physically  incapable  of  managing  his  benefit  payments; 
or 

C.  He  is  entitled  to  childhood  disability  benefits  and  direct  pay- 
ment would  be  disadvantageous  because  it  would  disrupt  an 
established  pattern  of  dependency.  (Note  that  even  though 
direct  payment  is  not  made  to  a  childhood  disability  bene- 
ficiary in  this  type  of  case,  he  himself  must  file  the  application 
for  benefits— a  representative  payee  cannot  file  the  application 
for  him.) 

For  the  situation  where  a  person  who  has  reached  age  18  but  not 
age  22  is  entitled  as  a  student  see  §  1603. 

Even  if  a  person  is  mentally  ill,  he  may  still  be  able  to  manage  his 
benefit  payments  in  his  own  interest.  In  this  case,  payment  may  be 
made  directly  to  him. 

If  a  person  is  so  physically  disabled  that  he  cannot  manage  his 
benefit  payments,  even  with  the  help  of  others,  a  representative 
payee  will  be  selected  to  receive  payment  on  the  beneficiary's  behalf. 

1605.  Evidence  of  an  adult  beneficiary's  incapability  to  man- 
age his  benefit  payments  must  be  submitted  before  a  representative 
payee  will  be  chosen  to  be  paid  benefits  on  the  beneficiary's  behalf. 
The  evidence  may  be  medical  or  legal  findings  of  incapability  or 
other  acceptable  evidence  of  incapability. 

1606.  If  a  beneficiary  has  been  adjudged  incompetent  by  a 
court,  or  a  legal  guardian  has  been  appointed  to  manage  his  estate, 
a  certified  copy  of  the  court  order  prepared  by  the  proper  official 
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must  be  submitted  to  the  Social  Security  Administration.  The  bene- 
ficiary's inability  to  manage  his  funds  will  generally  be  presumed  if 
there  is  still  in  effect  a  recent  court  finding  of  incompetency  or  ap- 
pointment of  a  legal  guardian.  If  the  legal  finding  of  incompetency 
is  not  recent  or  if  it  appears  that  the  beneficiary  may  have  regained 
the  ability  to  manage  his  benefit  funds,  additional  evidence  of  his 
incapability  to  handle  funds  may  be  required. 

Even  thoiigh  there  is  a  court  finding  of  incompetency  or  a  legal 
guardian  has  been  appointed,  the  Administration  may  make  direct 
payment  to  the  beneficiary  if  there  is  medical  evidence  of  his  ability 
to  handle  his  funds  and  it  is  found  that  it  would  be  of  therapeutic 
value  to  make  direct  payment  to  him. 

As  used  here,  a  legal  guardian  means  a  person  ^vho  has  been  ap- 
pointed or  authorized  by  a  court,  or  by  statute,  to  assume  control  of 
and  responsibility  for  the  management  of  the  beneficiary's  estate. 
The  term  includes  a  statutory  guardian,  a  conservator,  or  a  com- 
mittee; however,  it  does  not  include  an  agency  or  institution  to 
which  a  child  or  incapable  adult  has  been  committed. 

1607.  Medical  EvmENCE  of  a  person's  incapability  to  handle 
benefit  payments  may  consist  of: 

A.  //  the  beneficiary  is  not  in  an  institution:  A  statement  from 
his  physician  based  on  the  physician's  own  examination  of  the 
beneficiary  within  the  past  year  and  his  knowledge  of  the 
beneficiary's  present  condition. 

B.  //  the  beneficiary  is  or  was  recently  in  an  institution  which 
has  a  medical  staff  or  medical  officer  (physician)  in  attendance: 
A  statement  by  the  medical  officer  of  the  institution. 

C.  //  the  beneficiary  is  in  an  institution  which  does  not  have  a 
physician  in  attendance:  A  statement  completed  and  signed 
by  a  physician  called  in  to  examine  the  beneficiary. 

The  statement  of  the  physician  must  give  a  medical  diagnosis  and 
prognosis  and  the  physician's  opinion  of  the  beneficiary's  capability 
to  manage  benefit  payments.  Special  forms  to  be  used  for  the  state- 
ments of  the  physician  are  available  at  social  security  district  offices. 

1608.  The  classes  of  payees  considered  most  likely  to  promote 
THE  beneficiary's  WELFARE  are  listed  in  §  1609  for  children  and  § 
1610  for  adults.  The  classes  at  the  beginning  of  the  listing  are  given 
preference  in  consideration  over  those  lower  in  the  listing.  How- 
ever, the  listings  are  not  inflexible;  in  each  case  the  beneficiary's  we\- 
fare  is  controlling  in  the  selection  of  a  payee.  Consideration  is  given 
to  such  factors  as: 
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A.  The  potential  representative  payee's  interest  in,  and  concern 
and  responsibility  for,  the  welfare  of  the  beneficiary. 

B.  The  plans  that  the  potential  payee  has  for  the  use  of  the  bene- 
fits and  the  care  of  the  beneficiary. 

C.  The  person's  qualifications  to  act  as  representative  payee. 

1609.  The  usual  order  of  preference  in  selecting  a  payee  for 
A  CHILD  (including  a  person  age  18  to  22  entitled  to  child's  benefits 
as  a  full-time  student)  is: 

A.  The  natural  or  adoptive  parent  having  custody  of  the  child; 

B.  The  natural  or  adoptive  parent  who  does  not  have  custody 
of  the  child  but  who  is  making  regular  and  substantial  con- 
tributions to  the  child's  support; 

C.  The  natural  or  adoptive  parent  who  does  not  have  custody 
of  the  child,  does  not  contribute  to  the  child's  support,  but 
who  shows  an  active  continuing  interest  in  the  child's  welfare; 

D.  A  relative,  including  a  stepparent,  having  custody  of  the 
child; 

E.  A  relative  who  does  not  have  custody  of  the  child  but  makes 
regular  and  substantial  contributions  to  the  child's  support; 

F.  A  legal  guardian  displaying  an  interest  in  the  personal  welfare 
of  the  child; 

G.  A  social  agency,  institution,  or  foster  parent  having  custody  of 
the  child; 

H.    A  relative  or  close  friend  displaying  a  strong  interest  in  the 

child's  welfare; 
I.     A  legal  guardian  whose  interest  is  mainly  in  caring  for  the 

financial  interest  of  the  child. 
If  a  child  is  removed  from  the  custody  of  a  person  because  of 
neglect,  abandonment,  or  improper  guardianship,  that  person  will 
not  be  chosen  or  retained  as  payee  for  the  child. 

1610.  The  usual  order  of  preference  in  selecting  a  payee  for 
AN  adult  (including  a  person  age  18  or  over  entitled  to  child's 
benefits  because  of  disability)  is: 

A.  The  legal  guardian;  or  spouse  (or  other  relative)  who  has 
actual  custody  of  the  beneficiary,  or  who  demonstrates  a  strong 
interest  in  the  personal  welfare  of  the  beneficiary;  or 

B.  A  friend  who  has  custody  of  the  beneficiary,  or  demonstrates 
strong  interest  in  the  beneficiary's  personal  welfare;  or 

C.  A  public  or  nonprofit  agency  or  institution  having  custody 
of  the  beneficiary;  or 
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D.    A   private,   licensed    institution    operated    for   profit    having 
custody  of  the  beneficiary  if  recommended  by  a  social  agency. 

1611.  Evidence  of  appointment  must  be  furnished  by  a  guardian, 
trustee,  committee,  conservator,  or  other  fiduciary. 

A  certified  copy  of  the  letters  or  cc^urt  order  of  appointment  pre- 
pared by  the  proper  court  official  is  acceptable  evidence  of  appoint- 
ment as  a  fidticiary.  The  certified  copy  of  the  appointment  papers 
must  show  that  the  appointment  is  still  in  full  force  and  effect.  . 

A  power  of  attorney  does  not  give  a  person  the  right  to  act  as 
representative  payee  for  the  beneficiary  who  executed  it  (see  §  128 
for  the  use  of  a  po^ver  of  attorney).  /^ 

1612.  A  NEW  REPRESENTATIVE  PAYEE  WILL  BE  SELECTED  IF  the  Cur- 
rent representative  payee: 

A.  Dies. 

B.  Becomes  incapable  of  managing  the  benefit  payments. 

C.  No  longer  wishes  to  serve  as  payee. 

D.  Fails  to  use  the  benefit  payments  properly. 

E.  No  longer  has  the  responsibility  for  the  care  and  welfare  of 
the  beneficiary. 

F.  Is  otherwise  no  longer  suitable  to  act  as  representative  payee. 

1613.  If  AFTER  A  PERIOD  OF  INCAPABILITY,  it  is  shown  that  the  bene- 
ficiary is  mentally  and  physically  capable  of  managing  his  benefit 
payments,  payment  to  the  representative  payee  will  be  stopped  and 
payment  will  be  made  directly  to  the  beneficiary. 

1614.  Evidence  of  the  beneficiary's  present  ability  to  manage 
BENEFITS  must  be  furnished  when  an  adult  beneficiary  for  whom  a 
representative  payee  had  been  appointed  feels  that  he  can  now  man- 
age his  own  benefit  payments.  He  should  submit: 

A.  His  physician's  statement  regarding  his  condition;  or 

B.  A  certified  copy  of  the  court  order  restoring  his  legal  com- 
petency; or 

C.  A  statement  by  the  chief  medical  officer  of  the  institution 
where  he  was  confined,  showing  that  the  beneficiary  is  pres- 
ently capable  of  managing  his  funds. 

1615.  The  duties  of  a  representative  payee  are: 

A.  To  exercise  prudence  and  care  in  managing  the  social  security 
benefits  paid  to  him  in  trust;  and 
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B.  To  apply  the  benefit  payments  for  tfie  beneficiary's  use  and 
benefit  (see  §  1616  below);  and 

C.  To  maintain  a  continuing  interest  in  the  personal  welfare  of 
the  beneficiary.  (If  the  beneficiary  is  not  living  with  the 
representative  payee  this  interest  may  be  shown  by  visits, 
consultations  with  the  beneficiary's  custodian  concerning  the 
beneficiary's  condition  and  needs,  and  planning  for  the  future 
of  the  beneficiary);  and 

D.  To  notify  the  Social  Security  Administration  when  he  no 
longer  has  responsibility  for  the  welfare  and  care  of  the  per- 
son on  whose  behalf  he  is  receiving  the  social  security  benefits; 
and 

E.  To  report  to  the  Administration  the  occurrence  of  any  event 
affecting  the  beneficiary's  right  to  receive  social  security  pay- 
ments; and 

F.  To  give  the  Administration  periodic  written  reports  account- 
ing for  his  use  of  benefits,  if  requested  to  do  so. 

1616.  A  REPRESENTATIVE  PAYEE  MUST  APPLY  THE  PAYMENTS  FOR  THE 

USE  AND  BENEFIT  of  the  entitled  individual.  Social  security  benefits 
are  properly  disbursed  if  they  are: 

A.  Spent  for  the  beneficiary's  current  needs;  or 

B.  Saved  for  the  beneficiary,  if  his  current  needs  are  being  met. 

If  his  current  and  foreseeable  future  needs  are  being  met,  they 
may  also  be  used  toward  the  current  support  of  a  spouse,  child,  or 
parent  who  is  the  beneficiary's  legal  dependent. 

1617.  Current  needs  include  primarily  food,  clothing,  shelter, 
medical  care,  personal  amenities,  education,  and  the  rehabilitation 
expenses  of  disability  beneficiaries. 

If  the  beneficiary  is  in  an  institution  the  customary  charges  for 
institutional  care  are  part  of  the  current  maintenance  needs  of  the 
beneficiary  and  should  be  given  highest  priority  in  allocating  the 
benefit.  There  are  situations  in  \vhich  it  is  not  necessary  to  pay  for 
institutional  care  out  of  social  security  benefits;  for  instance,  if  the 
beneficiary  is  in  a  Veterans  Administration  hospital,  or  if  mainte- 
nance charges  are  being  met  from  other  funds,  or  if  the  beneficiary's 
total  assets  are  so  small  that  all  of  the  social  security  benefit  is  re- 
quired for  other  needs  such  as  clothing,  etc. 
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The  representative  payee  is  responsible  for  knowing  and  making 
some  provision  for  the  total  needs  of  the  beneficiary.  Usually,  if  a 
beneficiary  is  in  an  institution  some  part  of  the  social  security  bene- 
fit should  be  spent  on  personal  items  such  as  clothing,  magazines, 
eyeglasses,  false  teeth,  trial  visits  to  relatives  or  other  people  in  the 
outside  commimity,  etc. 

1618.  In  order  to  assure  an  income  for  current  needs  the  so- 
cial SECURITY  ACT  SPECIFICALLY  EXEMPTS  BENEFITS  FROM  SEIZURE  BY 

CREDITORS.  A  representative  payee,  therefore,  is  not  required  to  use 
benefits  to  pay  bills  incurred  by  the  l)eneficiary  before  the  first 
month  for  which  social  security  benefits  ^vere  payable  to  a  repre- 
sentative payee.  A  representative  payee  may,  however,  use  benefits 
to  pay  current  premiums  on  insurance  policies  or  to  meet  current 
payments  on  realty  in  which  the  beneficiary  has  an  interest  although 
the  contractual  obligation  was  incurred  before  benefits  were  paid 
to  a  representative  payee. 

1619.  Benefits  not  required  for  foreseeable  needs  must  be  con- 
served or  invested  for  the  beneficiary.  If  there  are  definite  foresee- 
able needs,  as  for  example  education  for  a  young  person,  or  re- 
habilitation for  a  person  who  has  been  disabled,  part  of  the  benefit 
can  be  set  aside  regularly  for  this  purpose. 

Preferred  investments  are  U.S.  savings  bonds  but  the  money  may 
also  be  deposited  in  an  insured  account  in  a  bank,  trust  company, 
or  savings  and  loan  association  where  it  can  draw  interest.  Money 
may  not  be  kept  at  home  or  mingled  with  the  representative's  own 
money  or  with  other  funds. 

U.S.  savings  bonds  bought  for  a  minor  or  incapacitated  adult 
are  to  be  registered  as  follows: 

"(Name  of  Beneficiary,  social  security  account  number)  a  minor 
beneficiary  for  whom  (Name  of  Representative  Payee)  has  been 
designated  representative  payee  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare,  pursuant  to  42  U.S.C.  Sec.  405  (j)."  or 

"(Name  of  Beneficiary,  social  security  account  number)  an  in- 
capacitated adult  beneficiary  for  whom  (Name  of  Representative 
Payee)  has  been  designated  representative  payee  by  the  Secretary 
of  Health,  Education,  and  Welfare,  pursuant  to  42  U.S.C.  Sec. 
405  (j)." 
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If  money  is  deposited  in  a  bank  account,  the  account  must  show 
that  the  money  is  held  in  trust  for  the  beneficiary.  The  preferred 
forms  of  account  are: 

by 

(Name  of  Beneficiary,  Soc.  Sec.   No.) 

repre- 

(Name  of  Representative  Payee) 
sentative  payee;  or 

' by 

(Name  of  Beneficiary,  Soc.  Sec.    No.) 

Trustee. 

(Name  of  Representative  Payee) 

1620.  When  a  representative  payee  who  has  accumulated  sav- 
ings FOR  A  BENEFICIARY  CEASES  TO  SERVE  AS  PAYEE  he  will  USUally  be 

required  to  turn  over  the  benefits  to  the  Social  Security  Administra- 
tion, for  transfer  to  the  new  payee.  However,  the  Administration 
may,  instead,  ask  him  to  turn  the  benefits  over  directly  to  the  new 
payee,  or  to  the  beneficiary,  himself,  if  he  is  now  able  to  handle  his 
own  funds. 

The  Social  Security  Administration  will  inform  the  former  repre- 
sentative payee  about  what  he  should  do  and  how  the  transfer  of 
funds  should  be  made. 

1621.  Representative  payees  are  accountable  for  their  use  of 
benefits.  Periodic  written  reports  are  required  from  all  representa- 
tive payees  except  a  natural  or  adoptive  parent  who  has  the  child 
in  his  home;  and  an  individual  who  is  living  with  and  serving  as 
payee  for  his  incapacitated  husband  or  wife. 

Separate  forms  are  provided  for  individuals  who  serve  as  payees, 
and  for  institutions.  A  legal  guardian  is  permitted  to  submit  a  copy 
of  his  current  annual  account  as  filed  with  the  court.  Modifications 
in  the  form  of  accounting  can  sometimes  be  worked  out  with  in- 
stitutions or  social  agencies  to  take  account  of  their  normal  account- 
ing procedures.  The  normal  accounting  period  is  one  year  but 
modifications  may  be  permitted  for  the  convenience  of  institutions. 
For  instance,  where  the  payee  is  a  corporate  fiduciary  required  to 
submit  reports  to  a  court  biennially  or  triennially  the  reporting 
period  for  social  security  benefits  will  be  adjusted  to  fit  that  schedule. 
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Individuals  who  serve  as  representative  payees  may  find  it  helpful 
to  keep  records  of  what  they  did  with  the  social  security  benefits 
in  order  to  make  their  accounting  reports.  The  report  forms  ask 
questions  of  this  nature: 

•  The  amount  of  social  security  funds  on  hand  at  the  beginning 
of  the  year. 

•  Where  the  beneficiary  lived  during  the  report  period. 

•  Amount  of  income  from  other  sources  during  the  year.  (Infor- 

mation about  other  funds  is  asked  only  to  enable  the  Social 
Security  Administration  to  evaluate  the  use  of  social  security 
benefits.) 

•  How  social  security  benefits  were  spent.  / 

•  How  much  of  the  social  security  benefits  was  saved  and  how 
the  savings  were  invested. 
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Chapter  17 


Evidence  Required  to  Establish 
Right  to  Benefits 


1700.  Usual  evidence  requirements— chart. 

1701.  Nondisclosure  of  information  in  Social  Security  Records. 

1702.  Type  of  evidence  to  be  submitted— general. 

1703.  Evaluating  evidence. 

1704.  When  proof  of  age  is  required. 

1705.  Public  or  church  record  of  birth  established  before  age  5. 

1706.  Other  evidence  of  date  of  birth. 

1707.  How  natural  parent-child  relationship  is  proved.  '^ 

1708.  Illegitimate  child. 

1709.  Written  acknowledgment. 

1710.  Court  decree  of  paternity. 

1711.  Court  order  for  suppport. 

1712.  Other  evidence  of  paternity. 

1713.  Evidence  of  legal  adoption. 

1714.  Evidence  of  steprelationship. 

1715.  School  attendance. 

1716.  Evidence  of  ceremonial  marriage. 

1717.  Evidence  of  common-law   marriage. 

1718.  When  evidence  of  termination  of  prior  marriage  is  required. 

1719.  Establishing  termination  of  marriage. 

1720.  Evidence  of  death. 

1721.  Presumption  of  death  after  7  years. 

1722.  Where  death  was  due  to  violence. 

1723.  Evidence  that  child  is  in  claimant's  care. 

1724.  Evidence  of  support. 

1725.  Evidence   to  support   payment  of  lump-sum  death   payment   based   on   burial 
expenses. 

1726.  Evidence  of  U.S.  citizenship. 

1727.  Evidence  of  wages. 

1728.  When  employer's  records  are  not  available. 

1729.  Verification  of  imsigned  employer's  wage  statements. 

1730.  Union  records. 

1731.  Certified  copies  of  worker's  State  or  Federal  tax  returns. 

1732.  Finding  by  State  unemployment  compensation  agencies. 

1733.  Statement  by  person  knowing  about  employment. 

1734.  Personal  records  of  worker. 

1735.  Evidence  of  self-employment  income. 

1736.  Aid  obtainable  from  Internal  Revenue  Service. 

1737.  Partnership  return  required  (Form  1065). 


1700.  Each  claimant  must  prove  his  identity  and  that  he  has  met 
all  the  requirements  to  be  entitled  to  the  benefit  which  he  is  claim- 
ing. The  chart  on  page  274  summarizes  the  evidence  usually  re- 
quired to  be  submitted  to  the  Social  Security  Administration  in 
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claims  for  monthly  benefits  or  the  liimp-suni  death  payment.  How- 
ever, it  is  possible  that  additional  evidence  may  be  recjuired  in  some 
cases.  The  district  (jflice  handling  the  claim  will  advise  each  claimant 
what  he  must  prove  and  what  evidence  should  be  submitted.  (This 
chapter  does  not  discuss  evidence  of  disability;  it  is  discussed  in 
chapter  5.  Neither  does  it  discuss  entitlement  to  hospital  insurance 
protection  or  supplementary  medical  insurance  coverage;  see  chap- 
ters 21  and  23  for  a  discussion  of  these  programs.) 

1701.  Information  submitted  to  the  social  security  adminis- 
tration IN  connection  with  a  person's  claim  cannot  be  disclosed 
to  any  other  person  except  for  very  limited  purposes  (see  §§  1.39-150 
for  a  general  explanation  of  the  rules  about  disclosing  information). 

1702.  Generally,  a  copy  of  the  document  or  record  properly 
certified  by  the  custodian  should  be  submitted.  Documents  in 
foreign  languages  may  be  acceptable  and  can  be  translated  by  Gov- 
ernment translators.  If  a  photocopy  of  a  document  is  submitted 
as  evidence,  the  original  document  must  also  be  submitted  for 
comparison  and  return.  The  original  need  not  be  submitted  if  the 
photocopy  has  been  certified  by  the  official  custodian  of  the  original 
document  to  be  an  exact  copy  of  the  original. 

Where  an  individual's  statement  is  submitted  as  evidence  of  a 
particular  factor,  it  should  be  complete  and  detailed.  If  supporting 
evidence  is  available,  it  should  be  submitted.  Statements  must  be 
signed  but  need  not  be  notarized.  If  a  statement  is  signed  by  mark, 
two  persons  who  kno^v  the  person  signing  by  mark  should  sign  as 
witnesses. 

A  person  should  have  full  knowledge  of  what  he  is  signing  and  of 
the  fact  that  it  is  to  be  used  for  social  security  purposes.  Ayjy  false 
statement  made  by  a  person  in  an  attempt  to  obtain  benefits  not 
due  jor  himself  or  another  person  is  punishable  under  the  Social  Se- 
curity Act  by  a  fiJie  of  up  to$l  ,000,  or  imprisonment  for  up  to  one 
year,  or  both.  It  may  also  be  punishable  imder  another  part  of  the 
United  States  Code  with  more  severe  penalties.  See  §§  151-155. 

1703.  In  evaluating  a  particular  document  submitted  as  evi- 
dence, such  factors  as  the  following  are  considered: 

A.  The  source  of  information  from  which  the  record  was  made. 
Was  the  person  originally  furnishing  the  information  in  a 
position  to  know  the  facts? 

B.  The  purpose  for  which  the  record  ^vas  made.  Was  there  any 
reason  to  falsify  or  distort  the  facts? 

273 


Q 

% 

li 
o 

> 

at 

3 

s 

X 

X 

X 

X 

X 

X 

X 

X 

Child 
in  her 
care 

X 

X 

School 
attend- 
ance 

X 

Depend- 
ency or 
support 

X 

X 

X 

X 

X 

X 

X 

a, 

■i 
c 
_o 

Pi 

c  2 

0^    " 

X 

X 

X 

X 

o 
> 

Q 

X 

X 

X 

be 

.2 

'u 
u 

X 

X 

X 

X 

X 

X 

X 

X 

X 

< 

><! 

X 

X 

X 

X 

X 

X 

X 

X 

.2 
'o 

u 

a 
P5 

5 

■■n 

D- 

OJ 
3 

w 
o 

o 

CM 

i-H 

2 

Si 

w 

c 

OJ 
1 

1^ 

lU 

> 

o 

o 

'% 

11 
o 

li 
o 
> 

Q 

t 

c 

> 

o 
ii 

o 

o 

o 

OJ 

u 

o 

■5 

> 

'> 
1- 

3 

c/; 

1 

Widow  under  62  or  surviving 
divorced     mother    (child    in 
her  care)     

a; 

Ph 

c 
£ 

Si 

o 

■5 
I1 

C 

i 

1 

<■ 

c 

a. 
1 
c 

u 

s: 

1) 

s 

0 

c 
3 

vj 

274 


Is 

cj    ^    00 

tS  j3  "^ 
oj  <2  (U 
C  ;:3    be 

..  .    ti  T3 


^2  5 

U        IH  U5 

S3  ^ 

u  a" 

<n  ■-< 

J-    u    u 

5  £  jj 

S  It  'S 

»J  o  Sh 
tn  «-i  a" 


o 
o 

bJO 


V 


<u 


CU 

c 
c    ^ 

<U     <4-l 

Cu  o 

^  = 

o  -S 
6S 

r;  2  "J 

-£  2  ex 

S  X 

t^  a;  4) 

^    C  — 

.fcJ      OJ      f^ 

c 

<u 


^  ^3    ^    ?    r 
■S  -t:    <u   6    P 


J3 

§  r:  o 


«^  o  o  a 

-  -S  I  «   c 
"^  c  2 


"Saw 

(^     C      «     CB    _- 

■o'l 


S        2:   ^-^  -5  iJ   t«   S 

tncn  OeXl_OC5,- 


£  _r   O 


in 


O     O    " 
"     ?     W 


j3 

4J    ^     O 
C/2    >-i    fLi 


o  .2   c  rr    2 
==  -9  -^    E    « 

•-         «j    £    C 
^   fl  ^   3   o   ii 

u    Q,  S    u    =    C 

®  s 

_>   = 

■3 


lu  c  B  "" 

;S  ,2    3    *    t«    iJ 


O     »-i   -7-1   J- 
■  5  ni     qj   -fi   "§ 

c/3  ^ 


275 


C.  The  formality  of  the  document.  Was  it  made  under  oath? 
Is  it  a  public  record?  Were  there  witnesses  to  its  execution? 
Was  a  penalty  provided  for  a  false  statement? 

D.  The  age  of  the  document.  Was  the  record  made  at,  or  shortly 
after,  the  time  the  event  occurred? 

E.  The  custody  of  the  document.  Has  it  been  in  the  possession 
of  someone  who  might  have  reason  to  change  it? 

F.  Its  appearance.  Lack  of  erasures,  etc. 

G.  The  consistency  of  all  the  evidence  relating  to  a  particular 
matter. 

H.  Whether  the  person  furnishing  the  information  has  an  in- 
terest in  the  claim  in  connection  with  which  the  proof  is 
needed. 

1704.  Proof  of  age  is  required  when  age  is  a  factor  in  determining 
benefit  rights.  For  example: 

A.  Age  of  child  for  children's  benefits.  (See  chapter  3  for  age 
requirement.) 

B.  Age  62  for  retirement  benefits   (age  60  for  a  widow). 

C.  Age  of  deceased  worker  when  it  affects  the  benefit  computa- 
tion or  insured  status. 

1705.  A    PUBLIC    RECORD   OF    BIRTH   OR   A   CHURCH    RECORD   OF    BIRTH 

OR  BAPTISM  established  or  recorded  before  the  individual's  fifth 
birthday  must  be  submitted  as  proof  of  age,  if  available.  Where  no 
such  document  is  available,  the  individual  must  submit  another 
document  or  documents  which  may  serve  as  the  basis  for  a  determi- 
nation of  his  date  of  birth,  provided  such  evidence  is  corroborated 
by  other  evidence  or  by  information  in  the  records  of  the  Adminis- 
tration. 

1706.  Other  evidence  of  date  of  birth  must  be  submitted  if  a 
public  or  church  record  of  birth  established  before  age  5  is  not 
available.  Generally,  a  public  or  church  record  established  before 
age  5  has  the  highest  probative  value.  If  other  documents  are  sub- 
mitted because  such  a  record  is  not  available,  consideration  will 
be  given,  in  determining  the  probative  vakie  of  such  other  docu- 
ments, to  when  they  were  established  or  recorded  and  to  the  cir- 
cumstances attending  their  establishment  or  recordation.  Some  rec- 
ords which  may  be  submitted  are  listed  below;  these  records  must 
show  the  individual's  date  of  birth  or  age.  (This  list  is  not  exhaus- 
tive; neither  are  the  documents  listed  in  order  of  importance.) 
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A.  School  record. 

B.  Census  record. 

C.  Bible  or  other  family  record. 

D.  Church  record  of  confirmation  or  baptism  in  youth  or  early 
adult  life. 

E.  Insurance  policy. 

F.  Marriage  record. 

G.  Employment  record. 
H.    Labor  union  record. 

I.      Fraternal  organization  record. 

J.      Military  record.  ^- 

K.    Voting  record.  ^ 

L.    Vaccination  record. 

M.   Delayed  birth  certificate. 

N.    Birth  certificate  of  child  showing  age  of  parent. 

O.    Physician's  or  midwife's  record  of  birth. 

P.     Passport. 

For  a  person  born  in  a  foreign  country,  there  should  be  available 
a  record  of  his  entry  into  the  U.S.  and,  perhaps,  a  naturalization 
record. 

1707.  A    NATURAL    PARENT-CHILD    RELATIONSHIP    MAY    BE    SHOWN    by 

the  child's  birth  or  baptismal  certificate  if  it  shows  the  worker  to  be 
the  child's  parent. 

1708.  If  the  child  is  illegitimate  he  may  nevertheless  be  deemed 
to  be  the  child  of  the  worker  if  he  is  the  child  of  an  invalid  cere- 
monial marriage,  or  if  (for  benefits  beginning  9/65)  the  special 
test  described  in  §  334  (E)  is  met.  The  evidence  required  to  meet 
this  special  test  may  be  either: 

A.  A  written  acknowledgment  of  paternity  by  the  worker;  or 

B.  A  court  decree  finding  that  the  worker  was  the  father;  or 

C.  A  court  order  directing  the  worker  to  support  the  child  be- 
cause he  was  the  father;  or 

D.  Other  satisfactory  evidence  that  the  worker  was  the  father  of 
the  child  and  was  living  with,  or  contributing  to,  the  child's 
support. 

For  the  time  at  which  the  test  must  have  been  met,  see  §  334. 

1709.  A  WRITTEN  ACKNOWLEDGMENT  by  the  Avorkcr  can  be  any 
writing  of  his  acknowledging  that  the  child  is  his.  A  variety  of  writ- 
ten statements  may  suffice;  for  example,  an  income  tax  return  listing 
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the  child  as  his,  a  soldier's  application  for  an  allotment  listing  the 
child  as  his,  a  will  referring  to  the  child  as  his,  an  application  for 
insurance  naming  the  child  as  his  (e.g.,  as  beneficiary),  or  a  letter  in- 
dicating the  child  is  his. 

1710.  A  COURT  DECREE  OF  PATERNITY  must  identify  the  worker  and 
the  child  and  it  must  include  a  specific  finding  of  paternity.  The  court 
decree  must  be  certified  by  the  proper  official. 

1711.  A  COURT  ORDER  FOR  SUPPORT  must  identify  the  child,  identify 
the  worker  as  the  father,  and  must  direct  the  worker  to  contribute 
to  the  child's  stipport, 

1712.  Other  EvmENCE  may  include  hospital,  church  or  school  rec- 
ords; a  court  order  or  decree  which  does  not  meet  the  requirements 
for  court  orders  set  out  above;  a  statement  from  the  attending  physi- 
cian, relative,  or  other  person  ^vho  knows  the  child's  relationship  to 
the  worker  including  the  basis  for  that  knowledge.  Evidence  that 
the  worker  and  the  child's  mother  were  living  together  at  the  time 
of  the  child's  conception  is  also  pertinent. 

1713.  The  legal  adoption  of  a  child  may  be  proved  by  a  certi- 
fied copy  of  the  decree  or  court  order  of  adoption.  In  States  in  which 
a  court  order  is  required  before  a  certified  copy  of  the  adoption 
papers  can  be  obtained,  the  following  evidence  may  be  used  to 
prove  the  adoption  if  the  individual  does  not  have  and  cannot  ob- 
tain a  certified  copy  of  the  adoption  papers: 

A.  Other  records  of  the  court  granting  the  adoption;  or 

B.  Official  notice  received  by  the  adopting  parents   that   the 
adoption  was  complete;  or 

C.  A  birth  certificate  issued  as  a  result  of  the  adoption;  or 

D.  Records  of  the  Commissioner  of  Health  or  other  State  official; 
or 

E.  Reports  of  the  adoption  in  official  legal  publications;  or 

F.  Records  of  the  attorney  or  child  Avelfare  agency  concerned 
with  the  proceedings. 

The  evidence  in  (A)  through  (F)  must  show: 

1.  That  the  court  approved  a  final  decree  of  adoption; 

2.  That  the  persons  involved  ^vere  named  as  adoptive  parents  and 
adopted  the  child;  and 

3.  The  date  that  the  decree  or  order  was  granted. 
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If,  under  appropriate  State  law,  no  court  decree  or  order  was 
necessary,  the  adoption  may  be  proved  by  other  evidence  of  proba- 
tive worth  such  as  a  certified  copy  of  the  public  record  of  adoption 
or,  if  none  was  required,  the  original  document  by  which  the  adop- 
tion was  effected. 

1714.  A  STEPRELATIONSHIP  IS  PROVED  BY: 

A.  First  proving  the  relationship  between  the  child  and  the 
natural  (or  adopting)  parent  (see  §§  1707-1713);  and 

B.  Then  proving  the  marriage  between  the  natural  (or  adopt- 
ing) parent  and  the  stepparent   (see  §§  1716-1719). 

1715.  Proof  of  full-time  school  attendance  (see  §  354)  is  re- 
quired if  a  child  has  reached  age  18  but  not  age  22  and  is  not  under 
a  disability  that  began  before  he  reached  age  18.  The  child,  or  per- 
son filing  on  his  behalf,  will  supply  the  necessary  information  on  a 
form  provided  by  the  social  security  district  office.  The  information 
supplied  by  the  student  must  be  corroborated  by  a  statement  from 
the  school  or  schools  involved. 

1716.  A   CEREMONIAL   MARRIAGE   MAY    BE   PROVED   BY: 

A.  A  certified  copy  of  the  public  record  of  the  marriage;  or 

B.  A  certified  copy  of  the  church  record  of  the  marriage;  or 

C.  The  original  marriage  certificate. 

One  of  the  foregoing  types  of  evidence  must  be  submitted  unless 
it  is  shown  to  be  unavailable,  in  which  case  the  following  types  of 
evidence  may  be  submitted: 

D.  The  signed  statement  of  the  clergyman  or  public  official  who 
performed  the  marriage;  or 

E.  Other  evidence  of  probative  value. 

In  some  cases,  evidence  obtained  for  other  purposes  may  also 
serve  as  adequate  evidence  of  marriage. 

1717.  Evidence  to  prove  a  common  law  marriage  must  include: 

A.  //  the  husband  and  wife  are  living,  a  statement  from  each 
and  a  statement  from  two  of  their  blood  relatives. 

B.  //  either  the  husbayid  or  wife  is  dead,  a  statement  from  the 
surviving  wido^v  or  widower  and  statements  from  two  blood 
relatives  of  the  decedent. 

C.  //  both  husband  and  tuife  are  dead,  a  statement  from  a  blood 
relative  of  the  husband  and  from  a  blood  relative  of  the  wife. 
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The  statements  required  of  the  husband,  wife,  and  relatives  must 
be  made  on  special  forms  that  are  available  in  any  district  office. 
All  items  on  the  forms  must  be  answered  fully  and  in  the  individ- 
ual's own  words. 

If  the  claimant  satisfactorily  explains  why  the  required  statements 
from  relatives  cannot  be  obtained,  statements  from  other  persons 
who  know  of  the  facts  and  other  evidence  of  probative  value  may 
be  submitted  instead. 

1718.  EvmENCE  OF  termination  of  a  marriage  may  be  required 
if  the  claimant's  right  to  benefits  depends  upon  the  validity  of  a 
subsequent  marriage  or  the  termination  of  a  prior  marriage.  If  a 
woman  is  claiming  benefits  as  a  divorced  wife,  she  must  establish  that 
the  marriage  lasted  for  20  years  before  the  divorce  became  effective. 
A  valid  ceremonial  or  common  law  marriage  can  end  only  by  death, 
divorce,  or  annulment. 

1719.  The  termination  of  a  marriage  may  be  established  by: 

A.  A  certified  copy  of  the  divorce  decree; 

B.  A  certified  copy  of  the  annulment  decree; 

C.  A  certified  copy  of  the  death  certificate  (or  other  proof  of 
death,  see  §  1720). 

Or,  if  none  of  the  above  are  obtainable,  by: 

D.  Any  other  evidence  of  probative  value. 

The  reason  preferred  evidence  is  not  available  must  be  given. 

If  the  prior  marriage  was  ended  by  a  divorce  in  a  State  that  im- 
poses a  restriction  on  remarriage,  the  claimant  must  show  that  the  re- 
marriage on  which  the  claim  is  based  did  not  violate  the  restriction. 

1720.  Evidence  of  death  may  consist  of: 

A.  A  certified  copy  of  a  public  record  of  death;  or 

B.  A  statement  of  death  by  the  funeral  director;  or 

C.  A  statement  of  death  by  the  attending  physician  or  the  super- 
intendent, physician,  or  intern  of  the  institution  where  the 
person  died;  or 

D.  A  certified  copy  of  the  coroner's  report  of  death,  or  the  ver- 
dict of  the  coroner's  jury;  or 

E.  A  certified  copy  of  an  official  report  of  death  or  finding  of 
death  made  by  an  agency  or  department  of  the  U.S.  which  is 
authorized  or  required  to  make  such  report  or  finding  in  the 
administration  of  any  law  of  the  U.S. 
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A  presumptive  finding  of  death  by  an  armed  service  department 
will  establish  the  fact  of  death  but  not  the  date  of  death.  If  there  is 
no  evidence  to  establish  a  later  date,  the  date  the  man  was  "missing" 
is  used  as  the  date  of  death. 

//  none  of  the  evidence  in  (A)  through  (E)  can  be  obtained,  and 
the  claimant  satisfactorily  explains  why  it  cannot  be  provided,  state- 
ments should  be  submitted  from  two  or  more  persons  (preferably 
not  related  to  the  claimant)  who  saw  the  body.  These  statements 
must  be  quite  complete  and  should  indicate  the  date  and  place  of 
death;  the  date  and  place  of  viewing  the  body;  the  cause  of  death, 
if  known;  the  occupation,  age,  sex,  and  race  of  the  deceased;  the 
relationship  of  the  deceased,  if  any,  to  the  person  making  the  state- 
ments; the  basis  for  his  identification  of  the  body;  and  that  none 
of  the  types  of  evidence  in  (A)  through  (E)  above  can  be  obtained. 

In  disappearance  cases  ivhere  the  body  is  not  recovered,  the  death 
of  the  missing  person  must  be  clearly  proved.  The  claimant  must 
submit  all  available  evidence,  including  statements  of  persons  hav- 
ing knowledge  of  the  situation,  letters  or  notes  left  by  the  missing 
person  that  have  a  bearing  on  the  case,  the  results  of  insurance  or 
police  investigations,  and  the  complete  facts  surrounding  the  per- 
son's disappearance. 

1721.  A  PERSON  WILL  BE  PRESUMED  DEAD  if  he  has  been  unex- 
plainedly  absent  from  home  and  has  not  been  heard  of  for  7  years 
or  more  under  such  circumstances  as  would  indicate  that  the  person 
would  have  been  likely  to  communicate  with  his  family  or  friends 
if  he  had  been  alive. 

The  date  of  death  may  be  found  to  be  later  than  the  date  of  dis- 
appearance based  on  the  facts  in  the  case;  however,  it  cannot  be  later 
than  the  last  day  of  the  7-year  period.  Where  only  the  fact  of  death 
needs  to  be  proved,  the  date  of  death  will  be  established  as  the  last 
day  of  the  7-year  period. 

1722.  If  evidence  indicates  that  the  w^orker's  death  may  have 
RESULTED  FROM  FELONIOUS  HOMICIDE,  evidence  sliould  be  submitted 
showing  whether  or  not  the  claimant  Avas  involved  in  the  death.  No 
one  convicted  of  the  felonious  homicide  of  the  worker  can  be  en- 
titled to  benefits  on  the  worker's  earnings  record.  Further,  the  con- 
victed person  is  considered  not  to  exist  in  deciding  the  rights  of 
other  persons  to  benefits  on  the  worker's  record. 

Where  a  potential  beneficiary  or  claimant  may  have  been  in- 
volved in  the  death  of  the  worker  and  6  months  or  more  have  passed 
and  no  charge  is  pending  or  contemplated  against  him,  a  statement 
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to  this  effect  from  the  proper  law  enforcement  official  should  be  sub- 
mitted. If  a  potential  claimant  was  either  acquitted  or  convicted  of 
the  felonious  homicide  of  the  deceased,  a  certification  of  the  final 
verdict,  or  court  record,  or  in  lieu  of  this,  a  statement  from  the 
proper  official  advising  as  to  the  disposition  of  the  case,  should  be 
submitted. 

1723.  Evidence  that  a  child  is  in  a  claimant's  care  usually  con- 
sists of: 

A.  Statements  by  the  claimant;  and 

B.  Where  the  claimant  and  the  child  are  living  apart,  statements 
by  the  person  '^vith  whom  the  child  is  living  or  by  an  official 
of  the  school  which  the  child  is  attending  or  both;  and 

C.  Statements  of  other  people  who  kno^v  the  facts,  if  necessary. 
The  social  security  district  office  will  furnish  the  forms  needed  by 

the  claimant  to  establish  that  a  child  is  "in  her  care." 

1724.  Evidence  of  support  includes  a  statement  of  the  claimant 
and  whatever  other  evidence  may  be  necessary  to  substantiate  the 
claimant's  statements  concerning  his  (or  her)  support.  The  claim- 
ant's statement  is  generally  made  on  a  form  (available  at  every  dis- 
trict office)  which  is  designed  to  bring  out  all  the  information  about 
the  claimant's  total  income  from  all  sources  during  the  appropriate 
period,  the  cost  of  the  claimant's  support  during  the  same  period, 
and  the  amount  and  frequency  of  the  worker's  contributions. 

When  a  husband  claims  benefits  on  his  wife's  social  security  earn- 
ings record,  his  ^vife  must  also  submit  a  statement  regarding  her 
contributions  to  his  support  and  her  total  income. 

A  divorced  wife,  surviving  divorced  Avife,  or  surviving  divorced 
mother  must  submit  evidence  to  show  that  she  meets  one  of  the 
tests  set  out  in  §§311  (G),  403  (C),  and  423.  If  she  submits  a  state- 
ment regarding  contributions  by  the  worker  and  about  her  total 
income  and  expenditures  which  shoAvs  that  the  worker  was  con- 
tributing at  least  one-half  of  her  support  at  a  pertinent  time,  no 
other  evidence  of  support  is  necessary.  If  the  evidence  shoAvs  only 
that  the  worker  was  making  substantial  contributions  to  her  sup- 
port, she  must  establish  a  written  agreement  by  the  worker  wiiich 
provides  for  regular  and  substantial  contributions  to  her  support. 
As  an  alternative  she  may  submit  a  certified  copy  of  a  court  order 
requiring  the  -^vorker  to  contribute  substantially  to  her  support. 

1725.  If  payment  of  the  lump-sum  death  payment  is  based  on 
BURIAL  expenses  the  evidence  submitted  must  establish  the  total 
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amount  of  burial  expenses  and  also  what  part  of  the  expenses  has 
been  paid  and  by  whom,  or  who  has  assumed  responsibility  for 
payment  of  burial  expenses.  This  information  is  furnished  by 
means  of  the  application  form  and  the  statement  of  burial  expenses 
by  the  funeral  home  or  other  supplier  of  goods  or  services  incident 
to  the  burial. 

1726.  EvmENCE  of  u.s.  citizenship  may  be  required  in  certain 
cases  as  for  instance,  to  determine  coverage  status  of  people  working 
in  foreign  countries  (see  §  971),  or  the  applicability  of  the  alien 
nonpayment  provision  (see  §  1842),  or  the  right  to  hospital  insur- 
ance protection  of  a  person  who  is  not  entitled  to  cash  benefits 
(§2105). 

A  person  may  be  a  citizen  of  the  U.S.  by  birth  or  by  naturalization. 
The  most  acceptable  evidence  is  a  birth  certificate  showing  birth 
within  the  U.S.  Other  acceptable  evidence  of  U.S.  citizenship 
includes: 

A.  Certificate  of  Naturalization;  or 

B.  Citizenship  certificate,  issued  by  Immigration  and  Naturali- 
zation Service  to  U.S.  citizens  who  derived  their  citizenship 
through  another  person;  or 

C.  U.S.  passport  issued  by  the  U.S.  Department  of  State;  or 

D.  Consular  report  of  birth  or  "Certification  of  Birth"  issued  by 
the  U.S.  Department  of  State;  or 

E.  Proof  of  marriage  to  a  male  U.S.  citizen  before  September  22, 
1922;  or 

F.  A  card  of  identity  and  registration  as  a  U.S.  citizen,  or  an 
official  communication  from  an  American  Foreign  Service 
post  indicating  the  individual  is  registered  there  as  a  U.S. 
citizen;  or 

G.  Form  1-97,  "Resident's  Card."  These  cards  are  issued  to  U.S. 
citizens  living  near  the  Canadian  and  Mexican  borders  who 
need  the  cards  to  cross  the  borders  frequently;  or 

H.    Form  1-179  (Identification  Card  for  Use  of  Resident  Citizen 

in  U.S.);  or 
I.     Form  1-197  (Identification  Card  for  Use  of  Resident  Citizen 

in  U.S.). 

1727.  Evidence  of  the  amount  of  wages  paid  to  a  worker  and  the 
period  in  which  paid  must  be  submitted  if  the  wages  are  not  re- 
corded in  the  earnings  record  maintained  by  the  Social  Security 
Administration  or  the  Railroad  Retirement  Board  or  if  there  is 

283 


reason  to  believe  that  the  amounts  recorded  are  not  correct.  This 
evidence  must  be  based  directly  on  the  employer's  records  if  avail- 
able and  may  consist  of: 

A.  Signed  statements  by  an  employer  based  on  his  records, 
showing  the  amount  of  wages  paid. 

B.  State  unemployment  compensation  agency's  statements  based 
on  the  employer's  records. 

C.  Certifications  prepared  by  an  employee  of  the  Social  Security 
Administration  of: 

1.  The  employer's  records;  or 

2.  Employer's  tax  returns  kept  in  an  office  of  the  Internal 
Revenue  Service;  or 

3.  A  report  of  an  Internal  Revenue  Service  audit  of  the  em- 
ployer's records. 

D.  The  employer's  records  on  file  with  the  Department  of  De- 
fense in  Washington. 

E.  The  form  prepared  by  a  Social  Security  Administration  em- 
ployee and  signed  by  a  proper  State  official  to  report  a  correc- 
tion in  wages  reported  by  a  State  for  its  employees. 

If  readily  available,  the  employee's  copy  of  Form  W-2,  Wage  and 
Tax  Statement,  may  be  accepted  in  lieu  of  the  above  items  of  evi- 
dence for  recent  periods  not  yet  recorded  to  the  employee's  earnings 
record  because  of  the  time  required  for  normal  receipt  and  record- 
ing of  the  employer's  report. 

1728.  When  EvmENCE  based  directly  on  employer  records  is 
NOT  available,  two  or  more  of  the  following  may  be  submitted: 

A.  The  employee's  copy  of  his  Form  W-2,  Wage  and  Tax  State- 
ment. (Sec.  1727  discusses  the  use  of  the  W-2  as  evidence  of 
wages  for  periods  too  recent  to  be  recorded  to  the  employee's 
earnings  record.) 

B.  Pay  envelopes,  vouchers,  and  similar  unsigned  employer  wage 
statements  given  to  the  employee,  a  State  agency,  or  another 
Federal  agency  (see  §  1729). 

C.  Union  records  (see  §  1730). 

D.  The  worker's  income  tax  returns  (see  §  1731). 

E.  Records  of  State  unemployment  compensation  agencies  based 
on  evidence  other  than  the  employer's  records  (see  §  1732). 

F.  Statements  of  persons  having  knowledge  of  the  facts  (see  § 
1733). 

G.  The  worker's  personal  records  (see  §  1734). 
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H.    Other  acceptable  evidence. 

The  types  of  evidence  listed  in  this  section  must  show  clearly  the 
amounts  of  wages  paid  and  when  they  were  paid,  and  must  be  sup- 
ported by  at  least  one  other  piece  of  evidence  of  the  kinds  listed. 

1729.    Pay  envelopes,  vouchers,  and  similar  unsigned  employer 

WAGE  statements  MUST: 

A.  Show  the  worker's  and  the  employer's  names;  and 

B.  Show  the  amount  of  wages  paid  and  dates  of  payment  or  em- 
ployment; and 

C.  Be  accompanied  by  the  claimant's  signed  statement  showing: 

1.  When  the  employer  furnished  the  voucher  or  wage  state- 
ments; and 

2.  Whether  the  employer  made  all  the  entries;  and 

3.  Whether  this  information  correctly  shows  the  wages  paid 
and  dates  of  employment. 

1730.    When  union  records  are  used  as  evidence  of  wages,  the 
information  submitted  must  include: 

A.  The  worker's  and  employer's  names; 

B.  The  beginning  and  ending  dates  of  employment; 

C.  The  amount  of  wages  paid; 

D.  Breakdown  by  calendar  quarters  of  amounts  shown  on  union 
records; 

E.  The  name  and  title  of  the  union  official  giving  the  informa- 
tion and  the  name  and  local  number  of  the  union; 

F.  Whether  the  amounts  shown  in  the  records  Avere  reported 

by  the  employer,  shop  steward,  or  employee,  etc.;  and 

G.  Intervals  at  which  the  reports  are  made. 

If  the  amounts  shown  on  the  union  records  are  dues  rather  than 
wages  paid,  the  information  should  show  whether  the  dues  are  fixed 
or  based  on  wages  actually  paid  to  the  worker  and  whether  any 
charges  not  related  to  wages  also  are  included  in  the  dues  figure. 
When  the  recorded  amounts  are  total  wages,  the  evidence  should 
also  show  whether  they  are  the  actual  wages  paid  or  w^hether  they 
were  figured  by  using  the  prevailing  union  rate  of  pay. 

1731.  Certified  copies  of  the  worker's  state  or  federal  income 
TAX  returns  may  be  used  as  evidence  of  wages  paid  if  they  show^  the 
actual  wages  paid  to  the  worker.  Certified  copies  of  Federal  income 
tax  returns  may  be  obtained  from  the  District  Director  of  Internal 
Revenue  for  a  small  fee. 
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Uncertified  copies  of  State  or  Federal  income  tax  returns  may 
only  be  used  as  supporting  evidence  if  a  certified  copy  is  not  obtain- 
able. 

1732.  Findings  by  state  unemployment  compensation  agencies 
based  on  evidence  other  than  the  employer's  records  may  be  used  as 
evidence  if  they  are  based  on  evidence  which  is  acceptable  to  the 
Social  Security  Administration.  A  copy  or  certification  of  the  State 
agency's  findings  showing  the  employer's  name,  wages  paid  to  the 
worker,  and  a  description  of  the  evidence  on  which  the  finding  was 
based,  must  be  submitted. 

1.733.  Statements  of  persons  who  know  about  the  employment 
AND  wages  should  be  be  made  on  a  special  form  available  at  all  dis- 
trict offices.  Sources  for  these  statements  include  the  worker's: 

A.  Supervisors; 

B.  Foreman; 

C.  Fellow  employees; 

D.  Banks,  or  others  who  regularly  cashed  his  pay  checks; 

E.  Employment  agencies; 

F.  Union  officials,  etc. 

The  statements  must  set  out  the  facts  on  which  the  person  bases 
his  conclusions  about  the  wages  paid  to  the  worker  and  the  periods 
for  which  the  wages  were  paid.  Statements  by  persons  who  have  per- 
sonal knowledge  of  the  amount  of  the  wages  paid  to  the  worker  or  of 
the  periods  when  payment  was  made  may  be  supported  by  other  evi- 
dence which  establishes  the  additional  facts. 

1734.  Personal  records  of  the  worker  of  wages  paid  to  him  are 
not  of  high  probative  value  since  they  are  self-serving.  However, 
regular,  complete,  and  genuine  records  may  be  used  to  support 
other  types  of  evidence.  A  statement  must  be  furnished  showing: 

A.  Who  made  the  entries; 

B.  When  they  were  made; 

C.  The  basis  for  the  entries; 

D.  What  happened  to  any  wage  statements  which  were  given  to 
the  worker  by  the  employer;  and 

E.  An  explanation  of  all  discrepancies  and  inaccuracies  in  the 
records. 

1735.  Evidence  of  the  amount  of  earnings  from  self-employ- 
ment IS  required  where  the  earnings  have  not  yet  been  recorded  in 
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the  person's  social  security  earnings  record  or  there  is  some  reason 
to  believe  the  amount  reported  may  not  be  correct.  Evidence  may 
consist  of: 

A.  A  copy  of  Form  1040  (U.S.  Individual  Tax  Return);  and 

B.  Schedule  C  (Profit  (or  loss)  from  Business  or  Profession),  or 
Schedule  F  (Schedule  of  Farm  Income  and  Expenses);  and 

C.  Evidence  that  a  self-employment  tax  return  Avas  filed  ^vith  the 
Internal  Revenue  Service,  such  as: 

1.  A  canceled  check,  money  order  receipt,  cashier's  check 
receipt,  or  receipt  issued  by  the  Internal  Revenue  Service. 

2.  Copy  of  Schedule  C  or  F  bearing  notation  of  receipt  or 
time  stamp  by  the  Internal  Revenue  Service. 

3.  Other  evidence  of  probative  value. 

1736.  If  a  copy  of  the  form  1040,  schedule  c,  or  schedule  f  is 
NOT  AVAILABLE,  but  is  needed  to  establish  the  amount  of  self-em- 
ployment income,  the  Internal  Revenue  Service  may  be  asked  to  fur- 
nish the  information  in  its  files.  Normally,  the  social  security  district 
office  will  request  the  information  from  the  Internal  Revenue  Serv- 
ice. If  the  return  cannot  be  located  but  the  claimant  knows  one  was 
filed,  he  may  complete  and  sign  a  written  request  asking  the  Internal 
Revenue  Service  to  furnish  a  statement  of  the  amount  of  self-em- 
ployment income  for  the  year  in  question.  Complete  identifying 
information,  place  of  filing,  etc.,  must  be  furnished  so  that  the  tax 
return  can  be  located. 

1737.  If  the  self-employed  person  is  a  partner.  Form  1065 
(Partnership  Return)  may  need  to  be  submitted  to  show,  for  ex- 
ample, whether  the  partner's  distributive  share  of  the  partnership 
income  contains  any  income  not  includible  in  earnings  from  self- 
employment  (such  as  capital  gains,  rent,  etc.). 
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Chapter  18 

Nonpayment  of  Cash  Benefits 


1800.  Conditions   under   which    benefits   not   payable— chart. 

1801.  The  annual  earnings  test. 

1802.  How  much  can  be  earned  without  losing  benefits. 

1803.  Earnings  in  taxable  year. 

1804.  Computing  excess  earnings. 

1805.  Charging  of  excess  earnings. 

1806.  Charging  after  reductions. 

1807.  Months  not  charged. 

1808.  When  benefits  payable  regardless  of  total  earnings.  '^ 

1809.  Payment  of  partial  benefit. 

1810.  Apportionment  of  partial  benefit— only  retirement  insurance  beneficiary  has 
excess  earnings. 

1811.  Auxiliary  also  has  excess  earnings. 

1812.  Earnings  in  year  of  entitlement,  termination  of  benefits,  or  reaching  age  72. 

1813.  Types  of  income  counted  under  annual  earnings  test. 

1814.  Types  of  income  not  counted  under  annual  earnings  test. 

1815.  Important  factor  is  when  wages  were  earned. 

1816.  Substantial  services  defined. 

1817.  Who  receives  income,  or  what  it  is  called,  is  not  controlling. 

1818.  Annual  report  of  earnings. 

1819.  When  annual  report  should  be  filed. 

1820.  The  annual  report  form. 

1821.  Delay  in  filing  annual  report  may  cause  additional  benefit  loss. 

1822.  Number  of  additional  benefits  lost  for  failure  to  report  on  time. 

1823.  Dependent's  benefits  not  affected  by  worker's  failure  to  report. 

1824.  Current  reports  of  earnings. 

1825.  Prior  annual  earnings  test. 

1826.  The  7-day  foreign  work  test. 

1827.  To  whom  test  applies. 

1828.  Noncovered  remimerative  activity  defined. 

1829.  Reporting  work  outside  the  U.S. 

1830.  Delay  in  reporting  foreign  work  may  cause  additional  benefit  loss. 

1831.  Failure  to  have  child  "in  her  care." 

1832.  Disabled  child  refuses  vocational  rehabilitation. 

1833.  Failure  to  report  child  no  longer  in  her  care. 

1834.  Refusal  of  vocational  rehabilitation  services. 

1835.  Receipt  of  periodic  workmen's  compensation  payment. 

1836.  Good  cause  for  failure  to  file  required  reports. 

1837.  Good  cause  defined. 

1838.  Nonpayment  of  benefits  because  of  deportation. 

1839.  Benefits  of  deported  worker's  dependents  or  survivors  not  affected. 

1840.  Lump-sum  death  payment  not  payable. 

1841.  Unpaid  maritime  taxes. 

1842.  Aliens  outside  the  U.S.  for  6  months  or  more. 

1843.  Absence  of  less  than  6  months. 

1844.  Insured  alien's  death  outside  U.S.  may  prevent  payment  of  lump  sum. 

1845.  Conviction  of  subversive  activities. 

1846.  When  penalty  imposed. 

288 


1847.  Penalty  applies  to  convicted  person  only. 

1848.  Lump-sum  death  payment  not  affected. 

1849.  Effect  of  pardon. 

1850.  Chart  summarizing  events  terminating  benefits. 

1851.  Chart  summarizing  effect  of  marriage  of  one  beneficiary  to  another. 

1852.  Reinstatement  of  benefits  when  marriage  terminates. 

1853.  Reinstatement  of  benefits  terminated  by  adoption. 

1800.  Retirement,  survivors,  and  disability  benefits  are  not 
PAYABLE,  OR  ARE  PAYABLE  ONLY  IN  PART,  Under  Certain  conditions 
even  though  a  person  may  have  met  all  the  "entitlement"  require- 
ments. The  beneficiary  himself  may  do  things  or  fail  to  do  things 
which  require  the  withholding  of  all  or  some  part  of  his  benefits. 
For  example,  if  the  beneficiary  entitled  to  retirement  benefits  works, 
this  may  result  in  deductions  from  his  benefits  and  from  the  bene- 
fits of  his  dependents.  Wife's,  husband's  and  child's  benefits  are 
dependents'  benefits.  The  chart  on  Page  290  summarizes  the  events 
which  may  require  withholding  of  part  or  all  of  the  various  types 
of  benefits. 

1801.  Under  the  annual  earnings  test  applicable  for  taxable 
years  ending  after  1965,  deductions  may  be  made  from  the  benefits 
of  a  person  under  age  72  (and  from  the  benefits  of  his  dependents) 
if  his  annual  earnings  exceed  a  certain  allowed  amount,  usually 
$1,500  a  year.  Earnings  consist  of  all  wages  received  for  services 
rendered  in  the  year  plus  any  net  earnings,  and  minus  any  net  loss 
from  self-employment  for  the  same  year. 

This  test  applies  to  the  work  of  everyone  who  is  entitled  to  social 
security  benefits  except  disabled  children  age  18  or  over  and  dis- 
ability insurance  beneficiaries  whose  right  to  monthly  benefits  de- 
pends on  their  inability  to  engage  in  "substantial  gainful  activity." 
(See  Chapter  5.) 

When  annual  earnings  exceed  the  allowed  amount  ($1,500  in  a 
taxable  year  of  12  months),  the  amount  of  "excess  earnings"  deter- 
mines how  much  will  be  withheld  from  the  total  benefits  payable, 
subject  to  the  conditions  explained  below.  The  point  at  which  no 
benefits  can  be  paid  for  the  year  varies  in  each  case,  depending  upon 
the  composition  of  the  family  and  the  benefits  payable. 

Sections  1802-1824  below  explain  the  annual  earnings  test  ap- 
plicable for  taxable  years  ending  after  1965.  The  annual  earnings 
test  applicable  for  taxable  years  ending  on  or  before  12/31/65  is 
explained  in  §  1825. 

1802.  The  number  of  months  in  the  taxable  year  multiplied 
BY  $125  determines  how  much  a  person  can  earn  in  that  taxable  year 
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without  loss  of  benefits.  Normally,  a  taxable  year  is  12  months  but 
it  may  be  less  when  a  short  taxable  year  occurs,  as  in  the  case  of 
death  or  change  from  a  calendar  to  a  fiscal  year  basis. 

Both  the  beginning  and  ending  months  of  a  short  taxable  year 
are  counted.  (Such  months  are  not  necessarily  full  calendar  months.) 
For  example,  if  a  beneficiary  dies  in  the  fifth  month  of  his  taxable 
year,  earnings  over  $625  may  cause  loss  of  benefits.  If  4  months' 
benefits  were  already  paid  before  he  died,  recovery,  adjustment,  or 
^vaiver  of  the  overpayment  may  be  necessary. 

For  the  sake  of  simplicity,  a  12-m-onth  taxable  year  generally  is 
assumed  in  this  handbook,  and  $1,500  is  assumed  to  be  the  amount 
of  earnings  which  will  cause  no  benefit  loss. 

1803.  When  a  person's  annual  earnings  do  not  exceed  $125 
times  the  number  of  months  in  his  taxable  year,  benefits  can  be  paid 
for  all  months  of  the  year  regardless  of  the  amount  he  earns  in  any 
month  or  the  amount  of  work  he  does  in  any  month.  For  example,  if 
someone  earns  $900  by  working  in  only  3  months  of  a  12-month 
taxable  year,  none  of  his  benefits  for  that  year  are  withheld. 

1804.  Excess  earnings  are  computed  under  the  following  for- 
mula: 

$1  for  each  of  $2  of  annual  earnings  between  $1,500  and  $2,700; 
$1  for  each  $1  of  annual  earnings  over  $2,700. 

The  following  chart  shows  how  the  formula  works: 

Excess  earnings  to 
Amount  over  be  charged  against 

Annual  earnings  $1,500  benefits 

$1,500  (or  less)  $   0          $   0 

1,600  100  50 

1,700  200  100 

1,800  300  150 

2,700  1,200  600 

2,800  1,300  700 

3,000  1,500  900 

3,500  2,000           1,400 

If  "excess  earnings"  are  not  a  multiple  of  $1,  they  are  reduced  to 
the  next  lower  dollar.  For  example,  excess  earnings  of  $48.50,  as 
computed  under  the  formula  above,  will  be  reduced  to  $48.00. 

1805.  Deductions  are  made  by  charging  the  amount  of  the  insured 
person's  excess  earnings  on  a  dollar  for  dollar  basis  against  total 
monthly  family  benefits,  beginning  with  the  first  month  of  the  tax- 
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able  year  and  proceeding  to  the  second  and  succeeding  months  until 
all  the  excess  has  been  charged.  Family  benehts  include  all  monthly 
benefits  (other  than  disability  insurance  benefits)  payable  to  the 
insured  person  and  to  others  receiving  benefits  on  his  earnings  rec- 
ord and  also  a  child's  disability  or  a  mother's  benefit  payable  on  any 
earnings  record  to  the  spouse  of  such  insured  person. 

Excess  earnings  of  an  auxiliary  or  survivor  (wife,  child,  widow, 
etc.)  are  charged  only  against  the  auxiliary's  or  survivor's  own 
monthly  benefit  rate.  If  both  the  insured  person  and  the  auxiliary 
have  excess  earnings: 

A.  First,  the  insured  person's  excess  earnings  are  charged  against 
total  family  benefits  payable  on  his  earnings  record; 

B.  Next,  excess  earnings  of  the  auxiliary  are  charged  against  his 
own  benefits,  but  only  to  the  extent  that  those  benefits  have 
not  already  been  charged  with  the  insured  person's  excess 
earnings. 

1806.  Benefit  amounts  are  charged  after  appropriate  reduc- 
tions HAVE  BEEN  MADE  FOR  THE  FAMILY  MAXIMUM,  if  neceSSary    (sCC 

§  733);  for  entitlement  before  age  65,  or  age  62  in  the  case  of  wid- 
ow's benefits  (see  §  726);  or  for  simultaneous  entitlement  on  an- 
other earnings  record  (see  §  736). 

Example:  John  is  entitled  to  a  benefit  of  $106;  his  wife  and  two 
children  are  each  entitled  to  a  benefit  of  $37.20,  as  adjusted  be- 
cause the  family  maximum  provision  is  applicable.  John  works  for 
wages  of  more  than  $125  in  each  month  of  1966  and  has  excess 
earnings  of  $1088.  These  excess  earnings  are  charged  against  the 
total  family  benefit  of  $217.60  ($106  plus  (3  x  $37.20))  for  the 
months  January-May  (5  x  $217.60).  If,  instead,  his  wife  works 
for  wages  of  more  than  $125  in  all  months  and  has  excess  earnings 
of  $372,  her  excess  earnings  are  charged  against  the  amounts  of 
her  benefits  for  10  months  ($37.20  x  10). 

1807.  Charging  of  a  beneficiary's  excess  earnings  begins  with 
the  first  month  of  the  taxable  year,  proceeding  to  the  second  and 
succeeding  months,  until  all  the  excess  has  been  charged,  but  skip- 
ping any  month  in  which  such  beneficiary: 

A.  Was  age  72  or  over  in  any  part  of  the  month;  or 

B.  Did  not  work  for  wages  of  more  than  $125  or  perform  sub- 
stantial services   in   self-employment;    or 

C.  Was  not  entitled  to  benefits;  or 
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D.  Was  entitled  to  a  disability  or  a  childhood  disability  insur- 
ance benefit;  or 

E.  Was  entitled  to  a  wife's  or  mother's  benefit,  but  was  subject 
to  a  deduction  because  she  did  not  have  her  husband's  (or 
former  husband's)  child  in  her  care  (see  §  1831  below);  or 

F.  Was  subject  to  a  deduction  because  of  his  own  noncovered, 
remunerative  activity  outside  the  U.S.,  or  because  of  such 
activity  performed  by  the  worker  on  whose  earnings  record  he 
is  entitled  to  benefits  (see  §  1826  below);  or 

G.  Was  subject  to  a  deduction  because  the  worker  on  whose  earn- 
ings record  he  is  entitled  to  benefits  refused  to  accept  re- 
habilitation services  (see  §  1834  below);  or 

H.    Did  not  receive  payment  because  periodic  workmen's  com- 
pensation   benefits    precluded    such    payment     (see    §  1835 
below). 
In  addition,  excess  earnings  of  the  retirement  insurance  bene- 
ficiary will  not  be  charged  against  benefits  of  his  dependent  for  any 
month  in  which  such  dependent  is  himself  subject  to  a  deduction 
under   (E),   (F),  or   (G)  above.   (A  "dependent"  includes  a  spouse 
entitled  to  childhood  disability  or  mother's  benefits  on  an  earnings 
record  other  than  that  of  the  retirement  insurance  beneficiary.) 

1808.  Regardless  of  total  annual  earnings,  a  benefit  will  not  be 
withheld  because  of  earnings  in  any  month  in  which  the  beneficiary: 

A.  Did  not  work  as  an  employee  for  more  than  $125;  and 

B.  Did  not  perform  substantial  services  in  self-employment. 

Thus,  benefits  can  be  paid  for  each  month  in  which  a  self-em- 
ployed person  does  not  perform  substantial  services  in  his  trade 
or  business  regardless  of  how  much  his  net  earnings  from  self-em- 
ployment may  be  in  the  year.  Also,  if  a  person  working  for  wages 
does  not  perform  services  for  more  than  $125  in  any  given  month,  he 
will  not  lose  his  benefit  for  that  month  even  if  he  earns  more  than 
$125  in  earlier  or  later  months  and  even  if  his  earnings  for  the  year 
add  up  to  more  than  $1,500. 

1809.  A  PARTIAL  BENEFIT  MAY  BE  PAID  wheu  the  cxcess  remaining 
to  be  charged  for  the  year  is  less  than  the  amount  of  the  total  benefit 
for  the  next  month  subject  to  charging.  If  there  is  only  one  benefici- 
ary, he  is  paid  the  difference  between  the  amount  of  his  benefit  (ad- 
justed, if  appropriate)  for  that  month  and  the  excess  earnings 
charged  to  that  month. 

Where,  however,  the  excess  must  be  charged  against  family  bene- 
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fits,  the  partial  benefit  is  allocated  to  each  family  member  in  the 
proportion  that  his  original  entitlement  rate  bears  to  the  sum  of  all 
the  original  entitlement  rates,  as  fixed  by  formula  in  the  law.  This 
means  the  original  benefit,  without  adjustment  for  the  maximum, 
without  reduction  for  entitlement  before  age  65,  and  without  any 
reduction  based  on  the  auxiliary's  entitlement  to  a  retirement  or 
disability  insurance  benefit.  ^§  1810  and  1811  below  illustrate  this 
method  of  apportionment. 

1810.  Where  only  the  retirement  insurance  beneficiary  has 
EXCESS  earnings,  this  method  of  apportionment  works  as  follows: 
Example:  Arthur  is  entitled  to  a  retirement  insurance  benefit 
of  $122.  His  wife  and  two  children  are  each  entitled  to  an  original 
benefit  rate  of  $61,  making  a  total  unreduced  benefit  of  $305. 
After  Arthur's  excess  earnings  have  been  charged  to  the  appropri- 
ate months  in  the  year,  there  remains  a  partial  benefit  payable 
for  October  1966  of  $200,  apportioned  as  follows: 

Fraction  of  Partial 

Original  Rates     Total  Benefit  Benefits  Payable 

Arthur    $122  %  |80 

Wife   61  1/5  40 

Child    61  1/5  40 

Child    61  1/5  40 

If,  under  this  apportionment,  any  beneficiary's  share  of  the  partial 
benefit  exceeds  the  amount  he  would  have  been  paid  had  there  been 
no  deduction,  his  share  will  be  reduced  to  the  latter  amount.  If  only 
two  beneficiaries  are  involved,  payment  is  made  to  one  as  if  no  de- 
duction had  been  imposed,  and  the  balance  of  the  partial  benefit 
is  paid  to  the  other.  If  three  or  more  beneficiaries  are  involved, 
however,  reapportionment  of  the  excess  of  the  beneficiary's  share  of 
the  partial  benefit  over  the  amount  he  would  have  been  paid  with- 
out the  deduction,  will  have  to  be  made  in  proportion  to  his  original 
entitlement  rate.  If,  after  such  reapportionment,  any  beneficiary's 
share  is  not  a  multiple  of  10  cents,  it  will  be  rounded  to  the  next 
higher  multiple  of  10  cents. 

1811.  Where  both  the  retirement  insurance  beneficiary  and 
his  wife  (or  other  auxiliary)  have  excess  earnings,  the  partial 
benefit  will  be  apportioned  as  follows: 

Example:  Mike,  his  wife,  and  one  child  are  entitled  to  com- 
bined total  benefits  of  $244,  based  on  Mike's  retirement  insurance 
benefit  of  $122.  Both  Mike  and  his  wife  worked  in  1966.  His  ex- 
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cess  earnings  were  $1,400  and  his  wife's  excess  earnings  were  $360 
for  the  year.  Mike  had  wages  of  more  than  $125  in  all  months 
of  the  year  except  February,  while  his  wife  had  wages  of  more 
than  $125  in  all  months  of  the  year. 

After  Mike's  excess  earnings  have  been  charged  to  the  appropri- 
ate months  (all  months  through  June  except  February),  there 
remains  a  partial  benefit  payment  for  July  of  $64,  which  is  al- 
located among  Mike,  his  wife,  and  child  in  the  ratio  the  original 
benefit  of  each  bears  to  the  sum  of  all  their  benefits,  as  in  §  1810 
above:  $32:$16:$16. 

His  wife's  excess  earnings  are  charged  against  her  full  benefit 
for  February  ($61),  her  partial  benefit  for  July  ($16),  her  full 
benefit  for  August  through  November,  and  $39  of  her  December 
benefit,  leaving  a  $22  benefit  payable  to  her  for  that  month. 

1812.  Earnings  for  the  entire  year  in  which  a  person  becomes 
entitled  to  benefits  or  reaches  age  72,  or  in  which  his  benefits  are  ter- 
minated, are  counted  in  figuring  the  annual  earnings  and  thus  can 
cause  loss  of  benefits  under  some  conditions.  Thus,  if  a  worker  had 
earned  $900  through  February  and  became  entitled  to  benefits  of 
$106  monthly  in  March,  and  then  earned  $250  a  month  in  each  of 
the  months  of  March  through  August,  his  total  annual  earnings  are 
$2,400  even  though  he  earned  only  $1,500  after  becoming  entitled 
to  benefits.  His  excess  earnings,  computed  in  accordance  with  §  1804 
above,  are  $450,  to  be  charged  against  his  benefits  for  the  year. 
Skipping  January  and  February,  because  he  was  not  yet  entitled  to 
any  benefits  for  those  months,  no  benefits  will  be  payable  for  March 
through  June;  he  will  receive  a  partial  benefit  of  $80  for  July.  Full 
benefits  can  be  paid  for  August  and  the  following  months  of  the 
year,  since  no  excess  earnings  remain  to  be  charged  against  benefits 
for  those  months.  However,  even  if  there  were  excess  earnings  re- 
maining, they  could  not  be  charged  against  September  through 
December,  since  he  did  not  work  as  an  employee  for  more  than  $125 
(nor  did  he  perform  substantial  services  as  a  self-employed  person) 
in  any  of  those  months. 

Wages  paid  to  a  person  during  a  taxable  year  are  considered  to 
have  been  earned  in  that  year,  unless  the  contrary  is  shown.  Also,  if 
his  wages  were  reported  for  a  calendar  year  his  taxable  year  is  con- 
sidered to  be  a  calendar  year  unless  the  contrary  is  shown. 

1813.  Earnings  counted  for  the  annual  earnings  test  include: 

A.    All  wages  for  employment  covered  by  social  security.    (See 
Chapter  13.) 
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B.  All  cash  pay  (even  if  not  considered  as  "wages"  under  the 
cash-pay  test  or  the  20-day  test)  for: 

1.  Agricultural  work. 

2.  Domestic  ^vork  in  a  private  home. 

3.  Service  not  in  the  course  of  the  employer's  trade  or  busi- 
ness. 

C.  All  pay,  cash  and  noncash,  for  work  as  a  homeworker  or  for  a 
nonprofit  organization  -whether  or  not  the  $50  per  quarter  test 
is  met. 

D.  Cash  tips  paid  to  an  employee,  but  only  if  they  equal  or  ex- 
ceed $20  a  month  (see  §  1330). 

E.  All  pay  for  work  not  covered  by  social  security,  if  the  work  is 
done  in  the  U.S.,  including  pay  for: 

1.  Family  employment. 

2.  Work  performed  for  religious,  charitable,  and  educational 
organizations. 

3.  Work  by  students,  student  nurses,  interns,  newspaper  and 
magazine  vendors. 

4.  Work  for  Federal   or  State  or  foreign   governments   or 
instrumentalities. 

5.  Work  covered  by  the  Railroad  Retirement  Act. 

F.  All  net  earnings  from  self-employment,  including  those 
covered  by  social  security  and  those  not  covered  by  social  se- 
curity but  earned  inside  the  U.S.  (See  Chapter  12.) 

Reduce  total  earnings  for  purposes  of  the  annual  earnings  test  by 
the  amount  of  any  net  loss  from  self-employment  sustained  in  the 
year. 

1814.  Not  counted  in  determining  "earnings"  for  the  annual 
earnings  test  are  certain  types  of  income  (or  losses)  which  are  not 
earnings  from  employment  or  self-employment  or  are  specifically 
excluded  from  earnings  by  law,  such  as: 

A.  Damages,  attorney's  fees,  interest,  or  penalties  paid  under 
court  judgment  or  by  compromise  settlement  with  the  em- 
ployer based  on  a  wage  claim.  However,  back  pay  recovered 
in  such  proceedings  counts  for  the  annual  earnings  test. 

B.  Payments  to  secure  release  of  an  unexpired  contract  of  em- 
ployment, except  where  the  employment  relationship  is  fixed 
by  law. 

C.  Payments  made  under  a  plan  or  system  established  for  mak- 
ing payments  because  of  the  employee's  retirement,  sickness 
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or  accident  disability,  medical  or  hospitalization  expenses, 
or  death  (see  §  1310). 

D.  Payments  from  certain  trust  funds  which  are  exempt  from 
income  tax  (see  §  1315). 

E.  Payments  from  certain  annuity  plans  which  are  exempt  from 
income  tax  (see  §  1317). 

F.  Pensions  and  retirement  pay. 

G.  Sick  pay  paid  more  than  6  months  after  the  month  the  em- 
ployee last  worked,  or  paid  after  his  employment  terminated, 
whichever  occurred  first. 

H.  Payments  in  kind  for  domestic  service  in  the  employer's  pri- 
vate home,  for  agricultural  labor,  or  for  work  not  in  the 
course  of  the  employer's  trade  or  business. 

I.  Idle-time,  stand-by,  and  subject-to-call  payments  (not  count- 
ing vacation  or  sick  pay)  to  a  beneficiary  after  the  month  he 
reached  age  65  (62  if  a  woman)  if  he  did  not  work  for  the  em- 
ployer in  the  pay  period  for  which  the  payment  is  made. 

J.  Rentals  from  real  estate  which  can  not  be  counted  in  earnings 
from  self-employment  because,  for  instance,  the  beneficiary 
did  not  materially  participate  in  production  work  on  the 
farm,  the  beneficiary  was  not  a  real  estate  dealer,  etc. 

K.  Interest  and  dividends  from  stocks  and  bonds  (unless  they  are 
received  by  a  dealer  in  securities  in  the  course  of  his  business). 

L.  Gain  or  loss  from  the  sale  of  capital  assets,  or  sale,  exchange, 
or  conversion  of  other  property  which  is  not  stock  in  trade 
nor  includible  in  inventory. 

M.  Net  operating  loss  carryover  resulting  from  self-employment 
activities. 

N.  Loans  received  by  employees  unless  the  employees  repay  the 
loans  by  their  work. 

O.  Workmen's  compensation  and  unemployment  compensation 
benefits. 

P.    Veteran's  training  pay. 

Q,    Pay  for  jury  duty. 

R.    Pay  for  inactive  duty  training  in  the  Armed  Forces  of  the  U.S. 

S.  Prize  winnings  from  contests,  unless  the  person  enters  contests 
as  a  trade  or  business. 

T.  Tips  paid  to  an  employee  ^vhich  are  less  than  $20  a  month 
or  are  not  paid  in  cash  (see  §  1330). 

U.  Payments  by  an  employer  which  are  reimbursement  specifi- 
cally for  travel  expenses  of  the  employee  and  which  are  so 
identified  by  the  employer  at  the  time  of  payment. 
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V.  Payments  to  an  employee  as  reimbursement  or  allowance  for 
moving  expenses,  if  they  are  not  counted  as  wages  for  social 
security  purposes  (see  §  1836). 

W.  Royalties  received  in  or  after  the  year  in  which  a  self-em- 
ployed person  reaches  age  65,  to  the  extent  that  they  flow 
from  property  created  by  the  self-employed  person's  own  per- 
sonal efforts  which  he  copyrighted  or  patented  before  the  tax- 
able year  in  which  he  reached  age  65.  These  royalties  are 
excluded  from  gross  income  from  self-employment,  for  pur- 
poses of  the  annual  earnings  test  only. 

1815.  When  the  wages  were  earned  is  the  important  factor  for 
the  annual  earnings  test  as  it  applies  to  any  employee.  It  does  not 
matter  when  they  were  paid. 

Where  a  beneficiary's  earnings  exceed  $1  ,W0  for  a  12-month  tax- 
able year  (or  $125  times  the  number  of  months  in  a  taxable  year 
of  less  than  12  months),  he  is  presumed  by  law  to  have  earned  over 
$125  from  employment  and  to  have  performed  substantial  services 
in  self-employment  in  each  month  in  his  taxable  year.  Of  course,  if 
he  did  not  actually  earn  over  $125  from  employment  and  did  not 
perform  substantial  services  in  self-employment  in  each  of  the 
months  in  his  taxable  year,  he  should  inform  the  Social  Security 
Administration  so  that  he  will  not  lose  part  or  all  of  his  benefits  for 
those  months. 

In  some  cases,  an  individual  may  "earn"  wages  in  a  month  even 
though  he  does  not  actually  perform  services  in  that  month;  for 
example,  when  he  receives  vacation  or  sick  pay.  (See  §§  1313  and 
1327.) 

1816.  Whether  a  self-employed  beneficiary  is  performing 
"substantial  services"  is  determined  by  the  actual  services  he  per- 
formed in  a  month.  The  test  is  whether  the  beneficiary  can  reason- 
ably be  considered  retired  in  the  month.  In  applying  this  test,  con- 
sideration is  given  to  such  factors  as: 

A.  The  amount  of  time  he  devotes  to  the  trade  or  business,  in- 
cluding all  time  he  spends  in  any  activity  related  to  the  busi- 
ness, Avhether  mental  or  physical,  at  the  business  premises,  or 
elsewhere. 

B.  The  nature  of  his  services. 

C.  The  relationship  of  the  activities  he  performed  before  he  re- 
tired to  those  he  performs  after  retirement. 

D.  Other  circumstances,  such  as  the  amount  of  capital  he  has 
invested  in  the  business,  the  type  of  business  establishment. 
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the  presence  of  a  paid  manager,  partner,  or  family  member 
who  manages  the  business,  and  the  seasonal  nature  of  the 
business. 

More  than  45  hours  of  services  in  a  month  are  usually  considered 
substantial.  However,  if  the  beneficiary  submits  evidence  establish- 
ing that  he  can  reasonably  be  considered  retired  in  a  month  in  which 
his  services  amount  to  more  than  45  hours,  his  services  will  not  be 
found  substantial. 

Services  of  45  hours  or  less  in  a  month  would  not  usually  be  con- 
sidered substantial.  However,  as  few  as  20  hours  of  activity  in  a 
month  could  be  regarded  as  substantial  if,  for  instance,  they  involve 
management  of  a  sizable  business,  or  were  spent  in  a  highly  skilled 
occupation. 

The  amount  of  earnings  is  not  controlling  in  determining 
whether  a  self-employed  person  performed  substantial  services  in  a 
month.  High  earnings  do  not  necessarily  mean  that  substantial  serv- 
ices were  performed,  nor  do  low  or  no  earnings  mean  that  they  were 
not  performed. 

A  person  may  perform  substantial  services  in  a  business  which 
suffers  a  loss  and  lose  benefits  because  net  earnings  derived  from 
another  trade  or  business  or  earnings  from  work  as  an  employee 
make  his  total  annual  earnings  exceed  $1,500.  In  determining 
whether  services  in  self-employment  are  substantial,  it  is  the  person's 
work  activity  that  is  important,  not  his  profit  or  loss. 

1817.  Regardless  of  what  the  income  is  called  or  who  re- 
ceives IT,  if  it  is  actually  wages  for  services  performed  by  a  bene- 
ficiary or  net  earnings  from  self-employment  derived  by  him,  it  must 
be  included  in  applying  the  annual  earnings  test. 

If  a  beneficiary  continues  to  perform  about  the  same  services  for 
a  family  or  close  corporation  or  in  a  trade  or  business  formerly 
owned  by  him  but  transferred  to  a  relative,  and  he  is  receiving  in- 
come, directly  or  indirectly,  which  actually  is  wages  for  his  services 
or  net  earnings  from  self-employment  derived  by  him,  that  income 
must  be  included  in  applying  the  annual  earnings  test.  This  is  true 
even  if  the  earnings  are  called  "dividends,"  "rent,"  "refund  of 
loans,"  etc.  Close  scrutiny  is  given  to  arrangements  of  this  nature. 

1818.  An  annual  report  of  earnings  is  required  of  every  bene- 
ficiary (except  those  entitled  to  benefits  because  they  are  disabled) 
and  everyone  who  is  receiving  benefits  on  a  beneficiary's  behalf,  if 
the  beneficiary: 
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A.  Was  entitled  to  one  or  more  social  security  benefits  for  the 
taxable  year;  and 

B.  Had  not  attained  age  72  in  or  before  his  first  month  of  entitle- 
ment in  that  year;  and 

C.  Had  total  earnings  (or  wages  alone)  exceeding  $125  multi- 
plied by  the  number  of  months  in  the  taxable  year;  and 

D.  Did  not  have  all  of  his  benefits  withheld  in  the  year  because 
of  his  earnings. 

No  annual  report  is  required  for  a  taxable  year  for  which  a  bene- 
ficiary has  not  been  paid  any  benefits.  However,  if  he  does  not  file 
an  annual  report  or  other  information  showing  that  benefits  are 
payable  for  that  year,  within  3  years,  3  months,  and  15  days  after  it 
has  ended,  benefits  which  might  otherwise  have  been  payable  may 
not  be  paid. 

3819.  The  annual  report  of  earnings  must  be  filed  on  or  be- 
fore the  15th  day  of  the  4th  month  following  the  end  of  the  person's 
taxable  year  (by  April  15,  if  he  has  a  calendar  year).  When  the  due 
date  falls  on  a  Saturday,  Sunday,  legal  holiday  or  other  nonwork 
day  for  Federal  employees  fixed  by  statute  or  Executive  Order,  it  is 
extended  to  the  first  full  work  day  after  the  original  deadline.  The 
annual  report  must  be  filed  with  the  Social  Security  Administration 
regardless  of  any  other  returns  or  reports  that  the  person  has  filed 
with  other  governmental  agencies.  Thus,  the  filing  of  a  Federal  in- 
come tax  return  does  not  relieve  the  person  of  his  obligation  to  file 
the  annual  report  of  earnings  with  the  Social  Security  Administra- 
tion. 

1820.  The  annual  report  should  be  made  on  a  special  form 
xvhich  is  available  at  every  district  office;  however,  any  written  state- 
ment by  the  beneficiary  (or  by  someone  acting  on  his  behalf),  re- 
garding his  earnings  for  the  taxable  year  will  be  acceptable  if 
enough  information  is  given. 

The  following  summarizes  information  asked  for  on  the  annual 
report  form: 

A.  The  person's  total  earnings  during  the  taxable  year  for  which 
the  report  is  being  made;  and 

B.  Months  during  that  year  in  which  he  did  not  earn  over  $125 
as  an  employee  and  did  not  perform  substantial  services  in 
self-employment;  and 

C.  The  person's  expected  earnings  and  whether  he  is  employed 
or  self-employed  in  the  year  in  which  the  report  is  being 
made;  and 
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D.  From  self-employed  people,  information  about  the  gross  and 
net  earnings  of  the  business,  and  nature  and  ownership  of  the 
business,  including  any  change  in  ownership  or  operation. 

1821.  Failure  to  file  an  annual  report  of  earnings  may  re- 
quire the  withholding  of  additional  monthly  benefits  if  all  of  the 
following  factors  exist: 

A.  The  individual  failed  to  make  an  annual  report  of  earnings 
within  3  months  and  15  days  after  the  close  of  the  taxable 
year;  and 

B.  He  did  not  make  a  report  during  that  taxable  year  indicating 
that  his  monthly  benefit  payments  should  be  withheld  in 
whole  or  in  part  because  of  his  actual  or  expected  earnings 
during  that  year;  and 

C.  A  work  deduction  (part  or  all  of  one  month's  benefit)  is  re- 
quired because  of  his  earnings;  and 

D.  He  received  and  accepted  a  benefit  check  for  one  or  more 
months  during  that  taxable  year. 

Any  benefit  payments  withheld  for  failure  to  file  an  annual  re- 
port within  the  time  limit  are  withheld  in  addition  to  any  monthly 
benefit  payments  ^vhich  must  be  ^\'ithheld  because  of  the  benefici- 
ary's excess  earnings  in  the  year  for  which  the  annual  report  was  due. 

1822.  The  number  of  additional  monthly  benefit  payments 
WHICH  may  be  withheld  FOR  FAILING  TO  FILE  the  required  annual 
report  of  earnings  within  the  time  limit  is  as  follows: 

A.  The  equivalent  of  the  monthly  benefit  rate  for  the  first  time 
a  person  fails  to  file  the  report. 

B.  Two  times  the  monthly  benefit  rate  for  the  second  time. 

C.  Three  times  the  monthly  benefit  rate  for  each  following  time. 
The  amount  of  each  penalty  deduction  is  equal  to  the  person's 

regular  benefit  rate  for  the  last  month  of  entitlement  in  the  year 
for  which  the  report  was  due.  No  more  penalty  deductions  can  be 
imposed  than  the  number  of  months  for  which  work  deductions 
were  required  for  that  year. 

For  example,  a  beneficiary  with  a  monthly  benefit  rate  of  $106 
has  excess  earnings  of  $150  for  that  year,  which  requires  a  loss  of 
benefits  in  two  months.  Therefore,  only  tw^o  penalty  deductions  (in 
the  amount  of  $212,  can  be  imposed,  even  though  that  year  may  have 
been  the  third  for  which  he  had  failed  to  file  his  annual  report  on 
time. 

The  amount  of  the  penalty  is  the  same  no  matter  ho^v  long  the 
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person  delays  filing  each  report,  whether  for  one  month  or  one  year 
after  the  due  date. 

1823.  Benefits  of  the  wife  or  child  are  not  affected  because  a 
penalty  is  imposed  on  the  insured  person  for  failing  to  submit  a 
timely  annual  report  of  earnings.  However,  their  benefits  are  af- 
fected for  any  month  in  Avhich  the  worker  loses  part  or  all  of  his 
benefit  because  of  his  excess  earnings. 

1824.  In  addition  to  the  annual  report  of  earnings,  a  report 
SHOULD  BE  MADE  by  the  beneficiary  whenever  during  the  year  he  goes 
to  work  and  expects  that  his  total  earnings  and  work  activity  during 
that  year  may  cause  some  loss  of  benefits  in  that  year  under  the  an- 
nual earnings  test.  This  report  should  be  made  to  prevent  the  pay- 
ment of  monthly  benefits  to  him  which  he  may  have  to  return  at 
the  end  of  the  year  if,  under  the  annual  earnings  test,  he  was  not  due 
all  the  payments  he  received.  In  connection  with  his  report,  he  is 
encouraged  to  estimate  his  probable  earnings  for  the  year  as  closely 
as  possible.  His  benefits  are  then  suspended  for  the  number  of 
months  required  by  his  estimate. 

If  a  person  makes  this  kind  of  report,  his  benefits  are  withheld 
while  he  has  other  income  from  his  work.  This  will  spare  him  a  pe- 
riod during  which  he  has  neither  earnings  nor  benefits,  as  would  be 
the  case  if  his  benefits  were  not  suspended  during  the  year  he 
worked,  but  only  after  the  year  was  over,  when  he  may  no  longer  be 
working. 

At  the  end  of  the  taxable  year,  he  must  file  his  annual  report  of 
earnings.  At  that  time  the  amount  of  benefit  payments  due  him  for 
that  taxable  year  is  figured  and  if  all  the  payments  that  were  due 
have  not  been  made,  he  will  be  paid  whatever  amount  is  found  to  be 
due.  If,  on  the  other  hand,  he  has  been  paid  too  much  in  benefits, 
the  overpaid  amounts  will  be  withheld  from  future  benefits  payable, 
or  must  be  refunded.  (See  Chapter  19.) 

1825.  The  annual  earnings  test  in  effect  for  taxable  years 
which  ended  after  june  1961  and  on  or  before  december  3  1 ,  1965, 
provided  for  deductions  from  the  benefits  of  a  person  if  he  earned 
over  $1,200  a  year.  Under  that  test,  if  a  beneficiary's  annual  earnings 
exceeded  $1,200  (in  a  taxable  year  of  12  months),  the  amount  with- 
held was  $1  of  his  benefits  (or  of  the  total  benefits  payable  on  his 
earnings  record)  for  each  $2  in  earnings  over  $1,200  up  to  and  in- 
cluding $1,700;  and  $1  in  benefits  was  withheld  for  each  $1  in  earn- 
ings over  $1,700.  However,  regardless  of  his  total  annual  earnings, 
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no  deductions  because  of  earnings  were  made  from  benefits  for  any 
month  in  which  the  beneficiary  did  not  work  as  an  employee  for 
more  than  $100  and  did  not  perform  substantial  services  in  self- 
employment,  or  in  which  he  was  age  72  or  older. 

1826.  The  "7-day  foreign  work  test"  is  a  separate  retirement  test 
that  applies  to  any  employment  or  self-employment  outside  the  U.S. 
which  is  not  covered  by  the  U.S.  social  security  system.  Under  this 
test,  a  monthly  benefit  payment  is  withheld  for  each  calendar  month 
in  which  a  beneficiary,  under  age  72,  works: 

A.  On  any  part  of  7  or  more  days; 

B.  In  "noncovered  remunerative  activity"; 

C.  Outside  the  U.S. 

This  test  is  based  solely  on  the  number  of  days  on  which  the  bene- 
ficiary was  employed  or  self-employed,  and  not  on  the  amount  of 
his  earnings.  The  annual  earnings  test  in  §§  1801-1818  applies  to 
earnings  derived  in  a  foreign  country  if  the  earnings  are  covered  by 
the  U.S.  social  security  system. 

If  benefits  are  not  payable  under  this  test  because  of  a  retirement 
insurance  beneficiary's  work,  no  benefits  are  payable  to  such  individ- 
ual's spouse  or  children,  if  they  are  entitled  on  his  social  security 
earnings  record. 

1827.  A  beneficiary  outside  the  u.s.  has  worked  on  7  or  more 
DAYS  IN  A  CALENDAR  MONTH  IF,  during  some  part  of  7  or  more  days: 

A.  He  holds  a  job  as  an  employee;  or 

B.  He  carries  on  a  trade  or  business  as  a  self-employed  person. 
Carrying  on  a  trade  or  business  means  that  the  beneficiary  is  the 

owner  of,  or  a  partner  in,  a  trade  or  business.  It  does  not  matter  that 
he  does  not  perform  any  services  in  the  business.  All  that  is  required 
is  that  the  business  be  in  existence.  Therefore,  as  Ions;  as  a  self- 
employed  beneficiary  is  the  owner  of  a  business,  and  the  business 
is  in  existence,  he  will  be  considered  to  be  working  on  7  or  more 
days  in  each  month  that  he  owns  an  interest  in  the  business.  This 
rule  does  not  apply  to  ownership  of  stock  of  a  corporation. 

1828.  A  BENEFICIARY  IS  WORKING  IN  NONCOVERED  REMUNERATIVE 
ACTIVITY  if: 

A.  He  is  employed  outside  the  U.S.  in  a  job  not  covered  by  U.S. 
social  security  (see  chapter  9);  or 

B.  He  is  self-employed  outside  the  U.S.  in  a  trade  or  business 
the  income  from  which  is  not  subject  to  the  U.S.  social  se- 
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curity  tax  contribution.  (In  this  connection,  any  minister  or 
member  of  a  religious  order  who  could  have  elected  social  se- 
curity coverage  as  a  self-employed  person  is  considered  to  have 
done  so.) 
A  trade  or  business  which  produces  only  income  which  is  ex- 
cluded from  net  earnings,  e.g.,  dividends,  rentals  from  real  estate, 
capital  gains,  etc.,  is  not  a  "noncovered  remunerative  activity." 

Generally,  outside  the  U.S.  means  outside  the  territorial  bound- 
aries of  the  50  States,  District  of  Columbia,  the  Virgin  Islands, 
Puerto  Rico,  Guam,  and  American  Samoa.  An  alien  who  is  self-em- 
ployed in  Puerto  Rico,  the  Virgin  Islands,  Guam,  or  American  Samoa 
(but  who  is  not  a  resident  of  a  State,  the  District  of  Columbia,  Vir- 
gin Islands,  Puerto  Rico,  Guam,  or  American  Samoa)  is  not  covered 
by  social  security  and  the  7-day  foreign  work  test  applies  to  him. 

1829.  A  REPORT  MUST  BE  MADE  BY  A  BENEFICIARY  WHO  WORKS  WHILE 
UNDER  AGE  72  ON  7  OR  MORE  DAYS  IN  A  MONTH  IN  NONCOVERED  WORK 

OUTSIDE  THE  U.S.  The  report  must  be  filed  with  the  Social  Security 
Administration  before  the  beneficiary  accepts  benefits  for  the  second 
month  following  the  month  in  which  he  did  the  work. 

1830.  Failure  to  report  foreign  work  activity  within  the  time 
limit  may  require  the  withholding  of  additional  benefits.  One 
month's  additional  benefit  is  withheld  if  it  is  the  beneficiary's  first 
failure  to  report  this  type  of  work,  even  though  he  may  have  worked 
in  several  months  before  the  failure  to  report  was  discovered.  If  he 
fails  to  report  again  after  he  lost  a  benefit  for  failing  to  report  the 
first  time,  one  month's  additional  benefit  may  be  withheld  for  each 
month  in  which  he  was  in  noncovered  work  on  7  or  more  days 
outside  the  U.S. 

The  above  benefit  payments  are  withheld  in  addition  to  the 
monthly  benefits  lost  because  of  the  application  of  the  7-day  foreign 
work  test. 

1831.  Having  a  child  entitled  to  benefits  in  her  care  is  a  re- 
quirement for  payment  of  monthly  benefits  to  a  wife  under  age  62 
and  to  a  widow  or  surviving  divorced  mother  who  wishes  to  receive 
mother's  benefits.  In  these  cases,  monthly  benefits  are  not  payable 
to  the  wife,  widow,  or  surviving  divorced  mother  for  any  month  in 
which  she  does  not  have  in  her  care  a  child  of  the  ^vorker  entitled 
to  child's  benefits.  The  amount  of  the  wife's  insurance  benefit  pay- 
able to  a  wife  or  divorced  wife  between  the  ages  of  62  and  65  will 
not  be  reduced  for  any  month  in  which  she  has  in  her  care  a  child 
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of  the  worker  entitled  to  child's  benefits;  similarly,  the  amount  of 
the  widow's  benefit  payable  to  a  widow  or  surviving  divorced  wife 
between  the  ages  of  60  and  62  will  not  be  reduced  below  75%  of 
the  primary  insurance  amount  of  the  deceased  worker  in  any  month 
in  which  she  has  such  a  child  in  her  care  (unless  reduction  for  the 
family  maximum  is  required).  For  the  definition  of  "in  her  care," 
see§§  312-319. 

The  child  must  be  entitled  to  child's  benefits  either  as  a  child  un- 
der age  18  or  as  a  disabled  child  age  18  or  over.  If  the  only  child 
under  the  care  of  the  mother  is  a  child  age  18-21  entitled  on  the 
basis  of  full-time  school  attendance,  the  "in  her  care"  requirement 
is  not  met;  for  "in  her  care"  purposes,  such  a  child  is  deemed  not 
entitled  to  child's  benefits. 

The  child  entitled  to  benefits  must  be  the  worker's  child,  i.e.,  his 
natural  child,  stepchild  or  adopted  child.  Where  a  wife  is  con- 
cerned, the  child  must  be  entitled  to  benefits  on  the  same  worker's 
social  security  earnings  record.  Where  a  surviving  divorced  mother 
is  concerned,  the  child  must  also  be  her  natural  or  legally  adopted 
child  and  the  child's  insurance  benefit  must  be  payable  on  the  same 
worker's  social  security  earnings  record.  Where  a  divorced  wife,  a 
widow,  a  surviving  divorced  wife,  or  a  widow  receiving  mother's 
benefits  is  concerned,  the  child  may  be  entitled  to  child's  benefits  on 
any  social  security  record. 

1832.  If  the  only  child  in  her  care  is  entitled  to  benefits  as 
A  DISABLED  CHILD,  AGE  18  OR  OVER,  and  monthly  benefits  are  not  pay- 
able to  the  child  because  of  the  child's  refusal  of  vocational  re- 
habilitation   (see  §  1834),  no  benefits  are  payable  to  the  mother 

(wife,  widow,  or  surviving  divorced  mother)  for  the  same  period. 

1833.  Failure  to  have  a  child  in  her  care  must  be  reported  to 
the  Social  Security  Administration  by  any  woman  whose  right  to 
benefits  is  based  on  having  a  child  in  her  care.  The  mother  must  re- 
port this  fact  before  she  receives  and  accepts  benefits  for  the  second 
month  following  the  month  in  which  she  first  did  not  have  the  child 
in  her  care. 

For  the  first  time  she  jails  to  report  loithin  the  time  limit  that  the 
child  is  not  in  her  care  one  month's  benefit  is  withheld.  For  later 
failures  to  report,  one  month's  benefit  may  be  withheld  for  each 
month  that  she  does  not  have  a  child  entitled  to  benefits  in  her  care. 

The  withholding  of  benefits  for  failure  to  report  is  in  addition  to 
the  withholding  of  benefits  because  the  mother  does  not  have  a  child 
in  her  care. 
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1834.  Refusal  of  vocational  rehabilitation  services  without 
good  cause  by  a  person  entitled  to  benefits  on  the  basis  of  his  dis- 
ability requires  withholding  of  his  benefit  and  any  other  benefits 
payable  on  his  social  security  earnings  record  so  long  as  such  refusal 
continues.  This  provision,  however,  does  not  apply  to  a  childhood 
disability  beneficiary  age  18-21  if  he  is  a  full-time  student. 

If  a  member  of  a  recognized  religious  sect  or  church  refuses  to 
accept  vocational  rehabilitation  because  he  follows  his  sect's  belief 
that  its  members  should  rely  solely  upon  prayer  or  other  spiritual 
means  in  the  treatment  of  physical  or  mental  impairments,  his  re- 
fusal is  considered  to  be  for  good  cause. 

1835.  Receipt  of  a  periodic  workmen's  compensation  payment 
by  a  worker  entitled  to  a  disability  insurance  benefit  may  require  a 
reduction  in  the  amount  of  his  disability  insurance  benefit  and  the 
social  security  benefits  of  others  entitled  on  his  earnings  record,  but 
only  if: 

A.  Payment  of  workmen's  compensation  is  made  under  a  State  or 
United  States  plan  or  law;  and 

B.  The  disabled  worker  is  under  age  62;  and 

C.  His  period  of  disability  began  after  June  1,  1965;  and 

D.  His  workmen's  compensation  payment  was  not  reduced  be- 
cause of  his  entitlement  to  social  security  benefits. 

If  a  reduction  in  social  security  benefits  is  required  under  this 
provision,  the  benefits  of  beneficiaries  other  than  the  disabled 
worker  will  first  be  reduced  proportionately.  The  excess  of  the  re- 
duction over  the  total  amount  of  such  other  benefits,  if  any,  will 
then  be  applied  against  the  benefit  of  the  disabled  worker.  For 
additional  explanation  of  this  provision,  including  rules  for  deter- 
mining the  amount  of  the  reduction,  see  |  506. 

1836.  If  a  person  had  good  cause  for  failure  to  report  any  of 
the  events  requiring  benefits  to  be  withheld  no  additional  benefits 
will  be  withheld. 

1837.  Good  cause  for  a  person's  failure  to  make  a  required 
report  may  be  found  to  exist  if  such  failure  was  the  result  of  unto- 
ward circumstances;  or  his  confusion  as  to  the  law,  resulting  from 
amendments  to  the  Social  Security  Act  or  other  legislation;  or  fault 
or  misleading  action  of  the  Social  Security  Administration. 

The  person  must  prove  that  his  failure  to  report  was  for  good 
cause,  and  was  not  due  to  willful  neglect.  In  deciding  whether  there 
is  good  cause,  due  regard  is  given  to  the  circumstances  in  each  case. 
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For  example,  consideration  would  be  given  to  evidence  that  failure 
to  report  was  due  to: 

A.  His  serious  illness,  or  death  or  serious  illness  in  his  im- 
mediate family. 

B.  In  the  case  of  an  annual  report,  his  inability  to  obtain  earnings 
information  from  his  employer  within  the  time  required  to 
file  the  report,  because  of  death  or  serious  illness  of  the  em- 
ployer or  his  immediate  family;  or  unavoidable  absence  of  the 
employer;  or  destruction  by  fire  or  other  damage  of  the  em- 
ployer's records. 

C.  Destruction  by  fire  or  other  damage  of  the  individual's  place 
of  business  or  records. 

D.  His  erroneously  sending  the  report  to  another  government 
agency  (with  consequent  delay  in  reaching  the  Social  Security 
Administration),  if  he  did  so  in  good  faith. 

E.  His  lack  of  awareness  that  an  annual  report  is  required  in  the 
year  in  which  he  reached  age  72,  if  his  earnings  exceeded 
$1,500. 

F.  Failure  on  the  part  of  the  Social  Security  Administration  to 
furnish  him  with  reporting  forms  in  sufficient  time  for  him 
to  complete  and  file  the  report,  provided  that  he  made  a 
timely  request  for  the  forms. 

G.  His  belief  that  an  extension  of  time  granted  to  him  by  the 
Internal  Revenue  Service  for  filing  income  tax  returns  was 
also  applicable  to  the  social  security  annual  earnings  report. 

H.  His  reliance  on  a  report  to  the  Social  Security  Administration, 
made  by,  or  on  behalf  of,  the  beneficiary  before  the  close  of 
the  taxable  year,  which  provided  sufficient  information  about 
the  beneficiary's  work  to  require  suspension  of  his  benefits, 
providing  that  the  report  was  not  subsequently  refuted  or 
rescinded. 

Good  cause  cannot  be  established,  generally,  if  the  person,  after 
having  been  found  to  have  good  cause  for  a  failure  to  file  a  timely 
report  for  one  period,  again  fails  to  file  a  timely  report  for  a  later 
period  under  similar  circumstances. 

1838.  Certain  deported  workers  may  not  be  PAro  retirement 
OR  DISABILITY  INSURANCE  BENEFITS  unless  lawfully  readmitted  to  this 
country  for  permanent  residence.  If  a  person  was  already  entitled  to 
retirement  or  disability  insurance  benefits  at  the  time  he  was  de- 
ported, benefit  payments  are  stopped  beginning  'with  the  month 
after  the  month  in  which  notice  of  the  deportation  is  received  by 
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the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare 
from  the  Attorney  General  of  the  United  States. 

This  nonpayment  provision  is  effective  in  the  case  of  deportation 
after  9/1/54,  if  the  worker  was  deported  under  section  241  (a)  of  the 
Immigration  and  Nationality  Act  (any  paragraph  except  3,  8,  9, 
and  13).  In  general,  the  provisions  that  result  in  loss  of  benefits 
cover  deportation  for  unlawful  entry,  conviction  of  certain  crimes, 
or  engaging  in  subversive  activities. 

1839.  A    DEPORTED    worker's    DEPENDENTS    OR    SURVIVORS    CAN    GET 

MONTHLY  BENEFITS  ou  his  social  sccurity  earnings  record  even 
though  benefits  could  not  be  paid  to  the  worker  because  of  his  de- 
portation. However,  no  monthly  benefit  is  payable  to  the  deported 
worker's  dependents  or  survivors  for  any  month  in  which  the  de- 
pendent or  survivor  is  an  alien  and  is  outside  the  U.S.  for  any  part 
of  the  month. 

1840.  No  LUMP-SUM  DEATH  PAYMENT  CAN  BE  PAID  ou  the  social  secu- 
rity earnings  record  of  a  deported  worker  if  he  dies  in  or  after  the 
month  in  which  notice  of  his  deportation  is  received  unless  he  was 
lawfully  readmitted  to  the  U.S.  for  permanent  residence  before  his 
death. 

1841.  Unpaid  "maritime  tax  contributions"  are  withheld  from 
any  social  security  benefits  payable.  These  unpaid  maritime  taxes 
are  employee's  social  security  contributions  on  services  performed 
for  the  U.S.  Government  after  9/30/41  by  seamen.  Social  security 
contributions  on  these  wages  were  not  paid  currently  because  the  law 
granting  coverage  for  such  work  (beginning  10/1/41)  was  not  passed 
imtil  3/24/43. 

1842.  An  alien  living  outside  the  u.s.  for  6  months  or  more 
is  not  paid  monthly  benefits  unless  one  of  the  conditions  listed  be- 
low is  met.  This  rule  applies  to  an  insured  worker  who  is  an  alien 
as  well  as  to  the  insured  worker's  dependents  or  survivors  entitled 
to  benefits  on  his  social  security  earnings  record  who  are  aliens.  How- 
ever, dependent  beneficiaries  may  be  paid  if  they  continue  to  reside 
in  the  U.S.  even  though  the  worker's  benefits  are  suspended.  Living 
outside  the  U.S.  for  6  months  or  more  would  not  be  a  bar  to  payment 
of  monthly  benefits  to  an  alien  beneficiary,  if: 

A.    The  worker  on  whose  earnings  record  benefits  are  being  paid: 
1.    Had  at  least  40  quarters  of  coverage;  or 
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2.  Had  resided  in  the  U.S.  for  a  period  or  periods  totaling  10 
years  or  more;  or 

3.  Had  earnings  from  railroad  employment  which  were 
counted  for  social  security  because  no  railroad  benefits 
were  payable  on  the  basis  of  these  earnings;  or 

4.  Died  while  in  military  service  of  the  U.S.;  or 

5.  Died  as  the  result  of  a  disease  or  injury  certified  by  the 
Veterans  Administration  to  have  been  incurred  or  ag- 
gravated in  line  of  duty  during  a  period  of  military  service 
from  which  he  was  discharged  or  released  under  condi- 
tions other  than  dishonorable;  or 

B.  The  withholding  of  benefits  would  be  contrary  to  a  treaty  ob- 
ligation in  existence  on  8/1/56,  between  the  U.S.  and  the 
country  of  which  the  beneficiary  is  a  citizen  or  national  (such 
"treaty"  countries  are  the  Federal  Republic  of  Germany, 
Greece,  Ireland,  Israel,  Italy,  Japan,  The  Netherlands  (for 
survivors  benefits  only)  and  Nicaragua);  or 

C.  The  alien  beneficiary  (whether  the  insured  worker  or  his 
dependent  or  survivor): 

1.  Was  entitled,  or  upon  filing  application  would  have  been 
entitled,  to  a  monthly  benefit  of  any  kind  on  the  same 
social  security  earnings  record  for  12/56;  or 

2.  Is  outside  the  U.S.  because  he  is  in  the  active  military  or 
naval  service  of  the  U.S.;  or 

3.  Is  a  citizen  of  a  foreign  country  which  has  been  found  to 
have  a  social  insurance  system  which  is  of  general  applica- 
tion in  such  country  and  under  which: 

a.  Periodic  benefits  are  payable  because  of  old-age,  re- 
tirement, or  death;  and 

b.  Benefits  are  payable  at  the  full  rate  without  restriction 
to  eligible  citizens  of  the  U.S.  who  are  not  citizens  of 
such  foreign  country  even  while  outside  the  foreign 
country,  and  regardless  of  how  long  they  remain  out- 
side that  country. 

As  of  5/1/66,  the  following  countries  had  such  a  system: 

Austria  Costa  Rica 

Bolivia  Cyprus 

Brazil  Ecuador 

Chile  Ivory  Coast 

Republic  of  the  Congo  Luxembourg 

(Leopoldville)  Malta 
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Monaco  Spain 

Panama  Turkey 

Philippines  United  Kingdom 

Poland  Upper  Volta 

San  Marino  Yugoslavia 

Whether  the  alien  beneficiary  is  considered  in  the  U.S.  or  outside  it 
depends  upon  his  actual  physical  presence  and  not  on  his  legal 
residence.  Even  if  he  is  a  legal  resident  of  the  U.S.,  a  monthly  benefit 
may  be  withheld  if  he  remains  outside  the  U.S.  for  6  full  months  or 
more. 

The  fact  that  a  beneficiary,  whether  the  insured  worker  or  any 
other  person,  is  an  alien  living  outside  the  U.S.  does  not  in  itself 
affect  the  benefits  of  any  other  person  entitled  to  benefits  on  the 
same  social  security  earnings  record. 

1843.  Absence  from  the  u.s.  for  less  than  6  full  consecutive 
CALENDAR  MONTHS  docs  not  cause  an  alien  to  lose  benefits.  If  the 
alien  was  not  in  the  U.S.  at  any  time  during  the  6  months  just  be- 
fore the  first  month  of  his  entitlement,  he  will  receive  no  benefits 
after  he  becomes  entitled  unless  he  can  meet  one  of  the  exceptions 
listed  in  §  1842  as  long  as  he  remains  outside  the  U.S. 

When  benefits  are  not  being  paid  to  an  alien  because  he  has  been 
outside  the  U.S.  6  full  calendar  months,  his  benefits  can  be  started 
again  if  he  enters  the  U.S.  and  remains  in  the  U.S.  for  1  full  calendar 
month. 

1844.  No  LUMP-SUM  DEATH  PAYMENT  CAN  BE  MADE  ON  THE  SOCIAL 
SECURITY  EARNINGS  RECORD  OF  AN  ALIEN  WORKER  IF: 

A.  He  died  outside  the  U.S.  after  1  /57;  and 

B.  No  monthly  social  security  benefit  was  payable  or  no  such 
benefit  would  have  been  payable  to  him  for  the  month  before 
the  month  of  his  death  because  he  had  been  outside  the  U.S. 
for  6  full  consecutive  calendar  months  or  more. 

1845.  A  PERSON  CONVICTED  OF  SUBVERSIVE  ACTIVITIES  may  losc  his 
rights  to  social  security  benefits  if  he  is  convicted  of  an  offense: 

A.  Under  Title  18  of  the  United  States  Code,  chapter  37  (relat- 
ing to  espionage  and  censorship),  chapter  105  (relating  to 
sabotage),  or  chapter  115  (relating  to  treason,  sedition,  and 
subversive  activities); 

B.  Under  §§  4,  112,  or  113  of  the  Internal  Security  Act  of  1950, 
as  amended. 
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When  a  person  has  been  convicted  of  one  of  these  offenses  tfie 
judge,  in  his  discretion,  may  impose  an  additional  penalty  affecting 
the  person's  right  to  monthly  social  security  benefits,  whether  the 
benefit  is  payable  on  his  own  or  on  anyone  else's  social  security 
earnings  record. 

1846.  When  the  additional  penalty  is  imposed,  and  the  con- 
victed person  has  made  a  claim  for  monthly  social  security  benefits, 
the  following  earnings  creditable  to  any  social  security  record  on 
which  the  convicted  person  has  claimed  benefits  are  disregarded: 

A.  All  wages  paid  in  or  before  the  calendar  quarter  in  which  the 
person  claiming  benefits  ^vas  convicted;  and 

B.  All  net  earnings  from  self-employment  derived  in  or  before 
the  taxable  year  in  which  the  person  claiming  benefits  was 
convicted. 

1847.  This  penalty  applies  only  to  the  convicted  person.  It  has 
no  effect  on  the  rights  of  others  who  are  entitled  to  benefits  on  the 
convicted  person's  social  security  earnings  record.  Their  benefit 
rights  and  benefit  amounts  are  based  on  the  convicted  worker's  earn- 
ings before  and  after  his  conviction. 

The  conviction  for  subversive  activities  of  one  person  entitled  (or 
potentially  entitled)  to  monthly  benefits  on  a  particular  social  se- 
curity earnings  record  will  not  affect  the  benefit  rights  or  benefit 
amounts  of  any  others  entitled  to  monthly  benefits  on  the  same 
social  security  earnings  record. 

1848.  The  right  to  the  lump-sum  death  payment  is  not  af- 
fected by  a  conviction  for  subversive  activities,  and  it  will  be  paid 
to  the  person  convicted  of  subversive  activities  if  he  is  otherwise  en- 
titled to  the  payment.  The  lump-sum  death  payment  may  also  be 
paid  on  the  full  earnings  record  of  a  worker  convicted  of  subversive 
activities. 

1849.  Pardon  of  the  person  convicted  of  subversive  activities  re- 
moves the  additional  penalty  aflfecting  his  social  security  benefit 
rights  beginning  with  the  month  after  the  month  the  pardon  is 
granted.  Thereafter,  his  right  to  benefits  and  the  benefit  amount  will 
be  determined  as  if  there  had  been  no  conviction.  However,  the 
pardon  will  have  no  effect  on  his  benefit  rights  for  prior  months. 

1850.  Events  which  terminate  benefit  payments  are  summar- 
ized in  the  chart  on  pages  314  and  315. 
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1852.  If  the  marriage  was  void  benefits  may  be  reinstated  as  of 
the  month  they  were  terminated  because  of  the  marriage,  subject 
to  the  rules  on  administrative  finality.  See  §  2002. 

If  the  marriage  was  voidable  and  has  been  annulled  from  the  be- 
ginning in  accordance  with  State  laAv  by  a  court  having  jurisdiction 
over  the  matter,  benefits  can  be  reinstated  as  of  the  month  the  decree 
of  annulment  was  issued. 

A  divorced  wife,  or  a  widow  or  surviving  divorced  mother,  whose 
right  to  wife's  widow's,  or  mother's  benefits  was  ended  by  her  re- 
marriage, may  also  have  her  benefits  on  her  prior  husband's  social 
security  earnings  record  reinstated  if  the  later  marriage  ends  (whether 
by  death,  divorce,  or  annulment)  and  she  files  a  new  application  for 
wife's,  widow's,  or  mother's  benefits  on  her  prior  husband's  social 
security  earnings  record. 

1853.  Child's  benefits  terminated  because  of  adoption  can  be 
REINSTATED  as  of  the  date  of  termination  if  the  adoption  is  absolutely 
void.  If  the  adoption  is  voidable  and  is  abrogated,  revoked,  or  an- 
nulled from  the  beginning  in  accordance  with  the  State  law,  bene- 
fits may  be  reinstated  from  the  month  in  which  the  decree  is  issued. 
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Chapter  19 

Underpayments  and  Overpayments 


1900.  Underpayment  defined. 

1901.  Where  underpaid  person  is  living. 

1902.  Where  underpaid  person  is  deceased. 

1903.  Underpayment  does  not  exceed   amount   of   monthly   benefit. 

1904.  Underpayment  exceeds  amount  of  monthly  benefit. 
190.'>.  Legal  representative  defined. 

1906.  Overpayment  defined. 

1907.  Liability  of  overpaid  beneficiary. 

1908.  Means  of  recovering  overpayment— general. 

1909.  Adjustment  against  current  and  future  benefits. 

1910.  Partial  adjustment. 

1911.  Adjustment  where  representative  payee  overpaid. 

1912.  Recovering  benefits  paid  to  adverse  claimant. 

1913.  Refund  of  overpayment. 

1914.  When  overpaid  person  deceased. 

1915.  Civil  suit. 

1916.  Joining  beneficiary  and  representative  payee  in  suit. 

1917.  Waiver  of  overpayment. 

1918.  Without  fault  defined. 

1919.  When  person  is  at  fault. 

1920.  Situations  in  which  person  is  without  fault. 

1921.  Defeat  the  purpose  of  Title  II  defined. 

1922.  Against  equity  and  good  conscience  defined. 

1923.  When  estate  of  deceased  person  may  be  relieved  from  making  repayment. 

1924.  When  adjustment  against  subsequent  benefits  may  be  waived. 

1925.  Overpayment  caused  by  changed  interpretation. 

1900.  An  underpayment  is  any  monthly  benefit  amount  due  a 
person  but  which  has  not  been  paid.  An  underpayment  occurs  when 
a  person  is  not  paid  a  monthly  benefit  amoimt  to  which  he  is  en- 
titled or  is  paid  an  amount  less  than  that  to  which  he  is  entitled.  An 
imderpayment  may  be  in  the  form  of  an  accrued  unpaid  benefit  for 
which  no  check  has  been  drawn  or  in  the  form  of  a  check  ^vhich  has 
not  been  negotiated  by  a  deceased  individual. 

1901.  An  unpaid  amount  due  a  living  person  may  either  be  paid 
to  him  in  a  single  check  or  be  added  to  any  other  benefits  which  may 
be  payable  to  him.  There  is  no  requirement  that  the  underpaid  per- 
son file  a  separate  written  request  for  the  underpayment. 

1902.  Where  the  underpaid  person  is  deceased,  disposition  of 
the  underpayment  is  determined  by  its  amount  and  whether  or  not 
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the  underpayment  resulted  from  an  error  in  payment.  The  form  of 
the  underpayment,  i.e.,  an  accrued  amount  for  which  no  check  has 
been  issued  or  an  issued  but  unnegotiated  check,  will  in  no  case 
determine  its  disposition. 

1903.  If  the  total  amount  of  the  underpayment  does  not  ex- 
ceed THE  AMOUNT  OF  THE  MONTHLY  BENEFIT  to  which  the  deceased 
underpaid  person  was  entitled  for  the  month  before  the  month  of 
death,  the  underpayment  will  be  paid: 

A.  To  the  surviving  widow  or  widower  who  was  living  in  the 
same  household  with  the  underpaid  person  at  the  time  of 
death  (in  certain  cases,  the  parties  may  be  found  to  have  been 
living  in  the  same  household  even  though  one  of  them  was 
temporarily  away  from  home);  or 

B.  If  there  is  no  such  surviving  spouse,  or  if  he  or  she  dies  be- 
fore receiving  payment,  to  the  legal  representative  (defined 
in  §  1905)  of  the  underpaid  person's  estate. 

If  there  is  a  qualified  surviving  spouse  as  described  in  (A)  above, 
that  spouse  will  be  paid  the  full  underpayment  whether  or  not  he  or 
she  (or  some  other  person)  is  entitled  to  a  monthly  social  security 
benefit  or  lump-sum  death  payment  on  the  earnings  record  of  the 
deceased  underpaid  person. 

1904.  If  the  total  amount  of  the  underpayment  exceeds  the 
AMOUNT  OF  THE  MONTHLY  BENEFIT  to  which  the  deceased  underpaid 
person  was  entitled  for  the  month  before  the  month  of  death,  dis- 
position of  the  underpayment  is  determined  by  whether  or  not  it 
resulted  from  an  error  in  payment.  ("Error"  here  means  "mistake"; 
mere  nonpayment,  without  mistake,  is  not  "error.") 

A.  Where  the  underpayment  resulted  from  an  error  in  payment, 
it  will  be  disposed  of: 

1.  By  adding  it  to  subsequent  monthly  or  lump-sum  benefits 
payable  to  another  person  or  persons  on  the  same  earnings 
record;  or 

2.  By  paying  it  to  the  legal  representative  of  the  deceased 
underpaid  person's  estate,  if  it  cannot  be  disposed  of  under 

(I)  above. 

When,  under    (A)(1)  above,  an  underpayment  resulting 
from  error  in  payment  is  added  to  the  lump-sum  death  pay- 
ment payable  to  a  person  equitably  entitled  to  reimbursement 
for  payment  of  burial  expenses,   the  total  payment  to  the 
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equitably  entitled  person  cannot  exceed  the  amount  of  the 
burial  expenses  paid  by  him  (see  §  441).  If,  because  of  this 
limitation,  any  part  of  tlie  underpayment  remains  after  pay- 
ment to  the  equitably  entitled  person,  the  remainder  may  be 
paid  to  the  legal  representative  of  the  deceased  underpaid 
person's  estate. 
B.  Where  the  underpayment  did  not  res\dt  from  an  error  in 
payment,  it  may  be  disposed  of  by  paying  it  to  the  legal  repre- 
sentative of  the  deceased  underpaid  person's  estate. 

1905.  For  purposes  of  making  UNDERPAY^TENTS,  THE  TERM  "lECAL 

representative"  means  an  administrator  or  executor  or  other  per- 
son who  qualifies  under  a  State  statute  (or,  where  applicable,  the 
law  of  a  foreign  country)  to  receive  payment  on  behalf  of  the  estate. 
No  person  acting  on  behalf  of  an  unadministered  estate  will  be  con- 
sidered a  "legal  representative"  for  social  security  purposes  unless 
he  can  give  good  acquittance  for  the  payment  under  applicable  State 
(or,  where  applicable,  foreign)  law.  Where  a  claim  for  underpay- 
ment is  made  on  this  basis,  the  applicant  must  submit  proof  of  ap- 
pointment or  other  evidence  showing  that  he  is  authorized  under  a 
State  statute  (or,  where  applicable,  the  law  of  a  foreign  country) 
to  receive  payment  on  behalf  of  the  estate  (in  some  jurisdictions, 
this  will  consist  of  a  copy  of  the  affidavit  filed  with  the  court  showing 
approval  of  the  judge). 

1906.  An  overpayment  may  be  either  a  payment  in  a  higher 
amount  than  was  due  or  a  payment  made  when  none  was  due.  Er- 
roneous payments  can  be  recovered  from  any  person  liable  for  the 
overpayment.  Relief  from  making  repayment  can  be  granted  in 
certain  cases  explained  in  §  1917. 

The  following  sections  of  this  chapter  pertain  principally  to  over- 
payments of  retirement,  survivors,  and  disability  insurance  benefits. 
For  discussion  of  overpayment  of  hospital  insurance  and  supple- 
mentary medical  insurance  benefits,  see  §  2265. 

1907.  An  overpaid  retirement,  survivors,  or  disability  insur- 
ance BENEFICIARY  OR  A  REPRESENTATIVE   PAYEE   RECEIVING  BENEFITS 

ON  HIS  BEHALF  may  each  be  liable  for  the  amount  of  any  overpay- 
ment. The  representative  payee  is  liable  as  such  for  overpaid  funds 
remaining  in  his  possession;  and  he  may  also  be  personally  liable  for 
the  overpayment  if  he  converted  it  to  his  own  use  or  otherwise 
deprived  the  beneficiary  of  the  use  of  the  money,  but  he  may  not 
be  personally  liable   if  he   received   and  disbursed   the   overpaid 
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amount  for  the  use  of  the  beneficiary  without  knowledge  or  reason 
to  know  that  the  payment  was  not  correct. 

1908.  Overpayments  generally  are  recovered  by  means  of: 

A.  Adjustment  by  withholding  current  or  future  benefits 
payable. 

B.  Cash  refund. 

C.  Civil  suit.  See  §  1915. 

1909.  Adjustment  of  an  overpayment  may  be  accomplished: 

A.  During  the  lifetime  of  an  overpaid  individual  by  withholding 
the  amount  of  the  overpayment  from  any  payment  to  which 
he  is  entitled  on  his  own  earnings  record  or  the  earnings 
record  of  any  other  person. 

B.  When  the  overpaid  person  is  deceased,  by  withholding  the 
amount  of  the  overpayment  from  any  monthly  benefits  or 
lump-sum  payment  subsequently  payable  on  the  same  earn- 
ings record  on  which  the  overpayment  was  made. 

1910.  Adjustment  may  be  made  by  withholding  only  part  of  each 
monthly  benefit  payable  where: 

A.  Withholding  the  full  amount  would  "defeat  the  purpose  of 
the  retirement,  survivors,  and  disability  insurance  program," 
as  defined  in  §  1921  below;  and 

B.  Recovery  can  be  made  in  monthly  payments  of  not  less  than 
$10  over  a  period  ending  no  later  than  the  expected  last 
month  of  entitlement  or,  generally,  3  years  after  the  adjust- 
ment action  starts,  whichever  is  earlier;  and 

C.  The  overpayment  was  not  caused  by  the  person's  intentional 
false  statement,  or  willful  concealment  of  or  deliberate  failure 
to  furnish  material  information. 

1911.  In  the  case  of  a  representative  payee  who  is  liable  for  an 
overpayment,  adjustment  may  be  accomplished  by  withholding  the 
amount  of  the  overpayment  from  any  benefits  payable  to  him  either 
as  such  representative  payee  or  in  his  own  right,  or  if  he  is  deceased, 
by  withholding  any  monthly  benefits  or  lump-sum  payment  subse- 
quently payable  on  his  earnings  record. 

1912.  When  another  claimant  establishes  a  right  to  benefits 
which  disproves  the  claim  of  a  person  to  w^hom  payment  has  al- 
ready been  made  on  the  same  earnings  record,  the  overpayment 
may  be  recovered  from  the  second  claimant. 
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1913.  Refund  of  an  incorrect  payment  may  be  required  when 
benefits  cannot  be  withheld  immediately  to  satisfy  the  debt.  The 
overpaid  beneficiary  may  return  any  benefit  checks  he  may  still  have 
or  pay  back  the  amount  of  the  overpayment.  See  §  129  for  return 
of  benefit  checks.  If  a  person  is  unable  to  make  immediate  repay- 
ment of  his  debt  in  full,  he  may  arrange  an  installment  plan  of 
payment. 

Repayments  preferably  should  be  made  by  a  check  or  a  money 

order  payable  to  "Social  Security  Administration,  Claim  No " 

The  check  or  money  order  should  be  mailed  to  the  payment  center 
servicing  the  overpaid  beneficiary's  claim. 

1914.  The  legal  representative  of  the  estate  of  a  deceased  per- 
son who  had  been  overpaid  may  be  asked  to  make  refund  if  ad- 
justment of  the  overpayment  is  not  otherwise  possible.  The  dis- 
tributees of  an  estate  may  be  liable  for  and  may  be  required  to 
refund  the  overpaid  amount. 

1915.  Civil  suit  may  be  used  to  recover  an  overpayment.  This  is  a 
legal  proceeding  that  can  be  filed  in  a  Federal  court  of  law.  Ap- 
propriate cases  are  reported  for  possible  civil  action  to  the  General 
Accounting  Office  which  is  authorized  to  recover  debts  due  the 
U.S.  That  office,  in  turn,  submits  the  case  to  the  Department  of 
Justice  for  action.  There  is  no  time  limitation  on  the  filing  of  such 
suits. 

1916.  The  representative  payee  and  the  beneficiary  may  be 
joined  in  a  civil  suit  if  both  are  liable. 

1917.  Relief  from  making  repayment  (called  waiver)  may  be 
granted  when: 

A.  The  overpaid  person  is  without  fault  and 

B.  Recovery  or  adjustment  would  either: 

1.  Defeat  the  purpose  of  the  retirement,  survivors,  and  dis- 
ability insurance  program;  or 

2.  Be  against  equity  and  good  conscience. 

The  effect  of  waiver  is  to  relieve  the  overpaid  person  of  his  ob- 
ligation to  repay  the  overpayment. 

1918.  "Without  fault"  means  that  the  overpayment  was  not  due 
primarily  to  the  overpaid  person's  lack  of  care  in  fulfilling  his  re- 
sponsibilities such  as: 
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A.  Furnishing  full  and  accurate  information  affecting  his  basic 
rights  to  benefit  payments,  or 

B.  Complying  ^vith  the  annual  earnings  reporting  requirements. 
The  overpaid  person  still  must  sho^v  that  he  \vas  "without  fault" 

even  though  the  overpayment  may  have  been  caused  through  an 
error  of  the  Social  Security  Administration. 

1919.  A  PERSON  IS  AT  FAULT  if  the  overpayment  resulted  from: 

A.  A  statement  by  him  that  he  knew  or  should  have  known  was 
incorrect;  or 

B.  His  failure  to  give  information  that  he  knew  or  should  have 
known  was  material  to  the  decision  in  his  case;  or 

C.  His  acceptance  of  a  payment  that  he  knew  or  should  have 
known  was  incorrect. 

1920.  A  PERSON  MAY  BE  FOUND  TO  BE  WITHOUT  FAULT  if  the  evi- 
dence clearly  establishes  that  the  overpayment  was  incurred  because 
the  beneficiary: 

A.  Reasonably  believed  that  only  his  net  cash  earnings  (take- 
home  pay)  as  an  employee  counted  in  determining  the  $1,500 

($1,200  before  1966)  annual  earnings  limitation  and  the 
monthly  wage  limitation  used  in  charging  earnings  in  excess 
of  $1,500. 

B.  Relied  on  erroneous  information  as  to  what  events  require 
withholding  of  his  benefits  if  such  information  was  given  to 
him  by  the  Social  Security  Administration  or  by  another 
governmental  agency  which  he  reasonably  thought  was  con- 
nected with  the  administration  of  the  social  security  program. 

C.  Did  not  know  that  his  annual  or  monthly  earnings  as  an  em- 
ployee were  in  excess  of  the  earnings  limitation,  or  that  his 
benefits  were  not  payable  where  his  earnings  were  greater 
than  he  had  anticipated,  because: 

1.  He  received  a  retroactive  increase  in  pay  (including  back 
pay  awards);  or 

2.  He  worked  at  a  higher  pay  rate  (including  higher  over- 
time pay  rates)  than  he  realized  he  Avas  receiving;  or 

3.  His  employer  failed  to  restrict  the  amount  of  his  earnings 
in  line  with  an  agreement  to  do  so,  provided  the  employee 
was  unable  to  keep  his  own  records;  or 

4.  Five  Saturdays  (or  similar  workdays)  occurred  in  the 
month  and  the  deductions  were  caused  by  the  earnings  on 
the  extra  day;  or 
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5.  He  figured  his  earnings  on  a  weekly  basis  and  failed  to 
take  into  account  the  fact  that  the  calendar  month  ex- 
ceeded 4  weeks. 

D.  Did  not  know  that  his  earnings  for  months  before  he  became 
entitled  to  benefits  in  the  year  he  first  qualified  for  benefits 
would  be  counted  in  figuring  his  right  to  payments.  For 
waiver  to  be  applicable,  he  must  not  have  earned  over  $1,500 

($1,200  before  1966)  after  he  began  receiving  benefits. 

E.  Reasonably  believed  that  earnings  after  he  reached  age  72  or 
after  his  benefits  stopped  would  not  be  counted  in  figuring  his 
right  to  payments  for  earlier  months  in  that  year. 

F.  Died  during  the  taxable  year  causing  the  amount  of  allowable 
earnings  to  be  reduced  below  $1,500  ($1,200  for  taxable  years 
which  began  before  1966)  (see  §  1802). 

G.  Continued  to  receive  checks  after  he  had  reported  an  event 
requiring  withholding  of  his  benefits,  and  this  caused  him  to 
believe  in  good  faith  that  he  was  entitled  to  them. 

H.  Believed  in  good  faith  that  a  bonus,  vacation  pay,  or  similar 
payment  for  work  as  an  employee  would  not  be  counted  in 
figuring  his  right  to  payments. 

I.  If  a  beneficiary  entitled  to  husband's,  wife's,  or  child's  benefits 
did  not  know  and  had  no  reason  to  know  that  the  retirement 
insurance  beneficiary  had  worked  enough  to  cause  his  bene- 
fits to  be  withheld  and  was  not  living  with  the  retirement  in- 
surance beneficiary. 

J.  Reasonably  believed  that  after  earning  $1,500  ($1,200  before 
1966)  in  the  year  he  could  still  earn  $125  ($100  before  1966) 
a  month  as  an  employee  without  losing  any  benefits. 

K.  Reasonably  believed  that  earnings  as  an  employee  would  not 
cause  withholding  of  benefit  payments  until  the  first  month 
his  earnings  went  over  $r,500  ($1,200  before  1966).  To  be 
without  fault  he  must  have  made  a  timely  report  when  his 
earnings  reached  $1,500. 

L.  Made  a  sincere  attempt  to  restrict  his  earnings  or  otherwise 
comply  with  the  provisions  relating  to  withholding  of  bene- 
fits but  incurred  an  overpayment  because: 

1.  He  failed  to  understand  these  provisions  properly;  or 

2.  There  existed  unusual  or  unavoidable  circumstances. 

1921.  "Defeat  the  purpose  of  the  retirement,  survivors,  and 
DISABILITY  INSURANCE  PROGRAM"  MEANS  that  recovery  of  the  over- 
payment or  adjustment  against  benefits  due  would  deprive  the  over- 
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paid  person  of  an  income  needed  for  ordinary  and  necessary  living 
expenses.  This  depends  upon  whether  adjustment  or  recovery  would 
leave  him  enough  income  or  financial  resources  to  meet  his  ordinary 
needs  or  whether  he  is  dependent  upon  current  payment  of  bene- 
fits for  the  necessities  of  life. 

Whether  adjustment  or  recovery  would  "defeat  the  purpose  of 
the  retirement,  survivors,  and  disability  insurance  program"  de- 
pends on  the  facts  in  the  individual  case.  Consideration  is  given  to 
the  overpaid  individual's  total  income  from  all  sources  including 
any  income  of  the  spouse  and  any  other  dependent  relative  living 
in  his  household,  the  total  expenses  of  the  household,  and  the  total 
assets  of  the  overpaid  beneficiary,  the  spouse,  and  dependent  rela- 
tives who  are  members  of  the  household.  Included  as  assets  that 
might  be  liquidated  to  satisfy  the  overpayment  are,  for  example, 
bank  deposits,  stocks  and  bonds,  real  property  (other  than  a  home), 
and  personal  property  not  required  in  producing  income. 

1922.  "Against  equity  and  good  conscience"  means  that  it  would 
be  equitable  because  of  the  circumstances  which  gave  rise  to  the 
overpayment  to  ask  for  repayment  from  an  individual  regardless 
of  his  financial  circumstances.  This  may  occur  where: 

A.  The  person  relying  on  receipt  of  the  payment  has  given  up  a 
valuable  right,  e.g.,  the  beneficiary,  relying  on  benefits,  re- 
tired from  his  job  which  he  is  now  unable  to  get  back;  or 

B.  The  person  relying  on  receipt  of  the  benefit  has  changed  his 
position  for  the  worse;  or 

C.  An  event  requiring  witholding  of  benefits  occurred  solely  be- 
cause of  the  person's  reliance  upon  misinformation  from  an 
official  source;  or 

D.  The  beneficiary's  death  ended  his  taxable  year  thereby  caus- 
ing the  overpayment;  or 

E.  The  beneficiary  was  confused  as  to  whether  the  amount  he 
could  earn  without  loss  of  benefits  was  based  on  gross  earnings 
or  net  cash  earnings. 

1923.  The  estate  of  a  deceased  overpaid  person  may  be  relieved 
from  making  refund  if  the  overpaid  person  was  without  fault  and 
recovery  or  adjustment  during  the  lifetime  of  the  overpaid  person 
would  have  been  barred  as  against  equity  and  good  conscience. 
Waiver  of  recovery  from  an  estate  cannot  be  based  on  "defeat  the 
purpose  of  the  retirement,  survivors,  and  disability  insurance  pro- 
gram" even  though  waiver  of  recovery  on  that  basis  would  have 
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been  proper  as  to  the  deceased  overpaid  person  during  his  lifetime. 
This  is  so  because  an  estate  obviously  cannot  be  considered  to  re- 
quire an  income  for  "ordinary  and  necessary  living  expenses." 

Waiver  of  recovery  from  the  estate  extinguishes  the  right  to  re- 
cover the  debt  from  any  benefits  payable  later  on  the  same  earnings 
record  since  it  is  equivalent  to  waiver  of  recovery  from  the  overpaid 
person. 

1924.  Waiver  of  adjustment  against  subsequent  benefits  pay- 
able on  the  same  earnings  record  may  be  granted  when: 

A.  The  overpaid  deceased  person  was  without  fault;  and 

B.  Adjustment  against  benefits  payable  to  the  subsequent  bene- 
ficiary would  defeat  the  purpose  of  the  retirement,  survivors, 
and  disability  insurance  program  or  be  against  equity  and 
good  conscience. 

Waiver  of  adjustment  against  benefits  payable  to  a  subsequent 
beneficiary  does  not  wipe  out  the  debt.  Recovery  can  still  be  effected 
by  adjustment  against  subsequent  benefits  payable  to  another  bene- 
ficiary or  by  recovery  from  the  estate  or  distributees  of  the  estate  of 
the  deceased  overpaid  person. 

1925.  When  the  social  security  administration  changes  its 
position  with  respect  to  a  prior  determination  and  it  can  reopen 
that  prior  determination  imder  the  rules  given  in  §  2002,  payments 
made  on  the  basis  of  that  determination  become  erroneous  and  con- 
stitute overpayments.  Such  overpayments  are  subject  to  recovery 
if  they  cannot  be  waived. 
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Chapter  20 

Reconsideration,  Hearing,  and  Appeal 


2000.  Reconsideration,  hearing,  and  appeal— general. 

2001.  Initial  determination  defined. 

2002.  Time  limit  for  reopening  initial  determination. 

2003.  Independent  reviews  of  case  provided  for. 

2004.  Reconsideration. 

2005.  Reconsideration  process. 

2006.  Hearing  by  hearing  examiner. 

2007.  How  hearing  examiner  may  dispose  of  case. 

2008.  Notice  of  time  and  place  of  hearing. 

2009.  Assistance  of  district  office  available. 

2010.  Hearing  examiner's  decisions. 

2011.  Review  by  the  Appeals  Council. 

2012.  Procedure. 

2013.  Extension  of  time  for  filing  request  for  reconsideration,  hearing,  or  review. 

2014.  Representation  of  claimant. 

2015.  Fees  that  may  be  charged  by  claimant's  representative. 

2000.  A  RECONSIDERATION  may  be  requested  by  a  claimant  or  by 
any  other  person  who  makes  a  showing  in  writing  that  his  rights  un- 
der the  Social  Security  Act  may  be  prejudiced  by  an  initial  deter- 
mination. (See  §§  136,  2202,  and  2426  regarding  determinations 
made  by  health  insurance  intermediaries  on  the  amount  of  hospital 
or  supplementary  medical  insurance  benefits  payable.) 

2001.  An  INITIAL  DETERMINATION  IS  a  formal  decision  of  the  pay- 
ment center  or  other  appropriate  authorized  office  affecting  monthly 
benefits,  the  lump-sum  death  payment,  a  period  of  disability,  a  so- 
cial security  earnings  record,  entitlement  to  hospital  insurance 
protection,  or  supplementary  medical  insurance  coverage,  and 
includes: 

A.  Awards  of  monthly  benefits  or  the  lump-sum  death  payment. 

B.  Recomputation  of  monthly  benefits. 

C.  Disallowance  of  benefit  claims. 

D.  Denial  or  approval  of  an  application  to  establish  a  period  of 
disability. 

E.  Determinations  on  deductions  from  benefits. 

F.  Determinations  with  respect  to  the  termination  of  benefits 
or  a  period  of  disability. 
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G.  Determinations  with  respect  to  c(;ntinuing  entitlement  to,  or 
reinstatement  of,  benefits. 

H.    Adjustment  or  recovery  of  overpaid  or  underpaid  amounts. 

I.      Revisions  of  social  security  earnings  records. 

J.  Determinations  as  to  support  by  the  worker  of  a  parent,  hus- 
band, or  widower. 

K.  Determinations  about  entitlement  to  hospital  insurance  pro- 
tection. 

L.  Determinations  about  entitlement  to  supplementary  medical 
insurance  coverage. 

Written  notice  of  a  determination  will  be  mailed  to  the  party  to 
the  determination  at  his  last  known  address,  except  that  no  notice 
will  be  mailed  where  it  was  determined  that  a  party's  entitlement 
to  benefits  has  ended  because  of  his  death.  Such  notice  takes  the 
form  of  an  award  certificate,  disallowance  letter,  or  other  corre- 
spondence explaining  the  decision. 

2002.  An  initial  determination  becomes  final  and  binding  on 
the  parties  thereto  unless  reconsideration  is  requested  or  the  deter- 
mination is  reopened  and  revised  wathin  the  specified  time  limits. 

The  following  sections  discuss  the  time  limitations  on  the  re- 
opening of  determinations  except  those  dealing  with  a  social  se- 
curity earnings  record.  The  time  limits  for  reopening  and  revising 
determinations  concerning  earnings  records  are  discussed  in  chapter 
14. 

An  initial  or  reconsidered  determination  may  he  reopened  and 
revised: 

A.  Within  12  months  after  the  date  of  notice  of  the  initial  deter- 
mination for  any  reason. 

B.  Within  4  years  from  the  date  of  notice  of  the  initial  determi- 
nation, if  there  is  good  cause  for  reopening  it.  "Good  cause" 
may  exist  where: 

1.  New  and  material  evidence  is  submitted;  or 

2.  A  clerical  error  was  made  in  figtiring  the  benefit  amount; 
or 

3.  It  is  clear  that,  based  on  the  evidence  previously  submitted, 
the  determination  was  erroneous. 

Note:  "Good  cause"  does  not  exist  w^here  the  only  basis 
for  reopening  the  determination  is  a  change  of  legal  inter- 
pretation or  administrative  ruling  on  which  the  determina- 
tion was  based. 
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C.    At  any  time  if: 

1.  The  determination  was  based  on  fraud  or  similar  fault  of 
the  claimant  or  some  other  person;  or 

2.  Someone  else  makes  a  conflicting  claim  on  the  same  social 
security  earnings  record;  or 

3.  A  person  believed  dead  is  found  to  be  alive;  or 

4.  The  death  of  the  individual  on  whose  earnings  record  a 
party's  claim  was  denied  for  lack  of  proof  of  death  is 
proved  by  reason  of  the  person's  unexplained  absence  for 
a  period  of  7  years  or  more;  or 

5.  The  Railroad  Retirement  Board  has  awarded  duplicate 
benefits  on  the  same  earnings  record;  or 

6.  World  War  II  or  post- World  War  II  wage  credits  were  not 
credited  because  another  Federal  agency  (other  than  Vet- 
erans Administration)  erroneously  certified  that  it  had 
awarded  benefits  on  the  basis  of  the  same  military  service; 
or 

7.  World  War  II  or  post-World  War  II  military  wage  credits 
had  been  awarded  by  the  Social  Security  Administration, 
but  notice  is  later  received  that  a  Federal  agency  (other 
than  Veterans  Administration)  has  a^varded  benefits  based 
on  the  same  military  service;  or 

8.  The  worker's  earnings  record  now  shows  that  a  prior  dis- 
allowance for  lack  of  insured  status  was  incorrect;  or 

9.  The  determination  is  unfavorable  to  a  party  thereto  and 
is  incorrect  because  of  a  clerical  error  or  error  on  the  face 
of  the  evidence  on  which  it  was  based. 

Action  reopening  the  initial  determination  under  either  (A)  or 
(B)  above  must  be  started  within  the  time  limit  specified. 

Findings  of  fact  made  in  a  determination  or  decision  in  one  claim 
(except  that  an  individual  was  fully  or  currently  insured  or  had 
disability  insured  status)  may  be  revised  in  deciding  another  claim 
on  the  same  earnings  record,  even  though  such  findings  have  be- 
come final  and  thus  may  not  be  revised  in  the  first  claim. 

2003.  Several  completely  independent  reviews  of  a  case  are 
PROVIDED  for  a  person  who  is  dissatisfied  with  the  decision  made 
regarding  his  rights.  He  may: 

A.  Request  a  reconsideration  of  the  initial  determination;  and 
then 

B.  Ask  for  a  hearing  before  a  hearing  examiner  of  the  Bureau  of 
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Hearings  and  Appeals.  This  may  consist  of  only  a  review  on 
the  record,  if  the  party  so  desires;  or 

C.  After  a  hearing  and  a  decision  by  a  hearing  examiner,  request 
the  Appeals  Council  to  review  the  hearing  examiner's  de- 
cision; and  then 

D.  Bring  a  civil  action  in  a  U.S.  District  Court. 

However,  see  §§  136  and  2202  regarding  the  review  of  a  decision 
on  the  amount  of  hospital  insurance  benefits  payable;  see  §§136 
and  2426  (E)  about  revie^v  of  a  decision  on  the  amount  of  supple- 
mentary medical  benefits.  Also,  see  §5^  2006  and  2012  for  special 
rules  on  hearings  and  Court  review  of  cases  involving  the  amount 
of  health  insurance  benefits  paid. 

Any  decision  by  a  hearing  examiner  or  by  the  Appeals  Council 
is  based  upon  a  complete  review  of  all  of  the  evidence  including  any 
additional  evidence  which  the  claimant  may  wish  to  submit. 

2004.  RECONsmERATioN  OF  AN  INITIAL  DETERMINATION  may  be  re- 
quested by  the  claimant,  or  by  another  person  who  can  show  that 
the  determination  is  prejudicial  to  his  benefit  rights.  Also,  an  initial 
determination  may  be  re-examined  by  an  appropriate  office  of  the 
Social  Security  Administration  on  its  own  motion,  as  indicated  in 
§  2002  above. 

The  request  for  reconsideration  may  be  made  by  the  person  him- 
self or  by  his  representative  on  his  behalf,  and  may  be  by  letter  or 
on  a  special  form  available  at  any  district  office.  The  request  should 
be: 

A.  In  writing;  and 

B.  Filed  at  a  district  office  or  with  the  office  making  the  initial 
determination;  and 

C.  Filed  within  6  months  from  the  date  of  notice  of  the  initial 
determination.  (Generally,  the  "date  of  notice"  is  the  date 
appearing  on  the  notice  sent  to  the  claimant.) 

2005.  The  reconsideration  process  is  a  thorough  and  independ- 
ent REVIEW  OF  THE  CASE.  It  is  bascd  on  the  evidence  submitted  for 
the  initial  determination  plus  any  further  evidence  that  the  claimant 
may  submit  in  connection  with  the  reconsideration.  Reconsidera- 
tion is  made  by  a  person  other  than  the  one  who  made  the  initial 
determination. 

2006.  A  HEARING  OR  REVIEW  OF  THE  RECORD  BY  A  HEARING  EXAMINER 

may  be  requested  by  a  claimant  or  by  a  person  Avho  can  show^  that 
the  reconsidered  determination  is  prejudicial  to  his  rights  under 
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title  II  or  title  XVIII  of  the  Social  Security  Act.  The  request  for  a 
hearing  or  review  may  be  by  letter  or  on  a  special  form  available  at 
any  district  office.  The  request  should  be: 

A.  In  writing;  and 

B.  Filed  at  a  district  office,  with  the  office  making  the  recon- 
sidered determination,  with  a  hearing  examiner,  or  with  the 
Appeals  Council;  and 

C.  Filed  within  6  months  after  the  date  of  notice  of  the  recon- 
sidered determination. 

The  hearing  examiner  will  make  his  decision  on  the  basis  of  the 
evidence  already  submitted,  any  additional  evidence  the  claimant 
presents,  evidence  that  is  otherwise  submitted,  and  testimony  given 
at  the  hearing. 

A  claimant  has  a  right  to  a  Social  Security  Administration  hearing 
about  the  amount  of  his  hospital  insurance  benefit  only  if  the 
amount  in  controversy  is  $100  or  more.  Intermediaries,  rather  than 
the  Administration,  review  complaints  about  the  amount  of  sup- 
plementary medical  insurance  benefits  (see  §  2426  (E)).  The  law 
does  not  provide  for  Administration  hearings  on  the  amount  of 
benefits  under  the  medical  insurance  plan,  where  claims  will,  in 
most  cases,  be  for  substantially  smaller  amounts  than  under  the 
hospital  insurance  plan. 

2007.  The  hearing  examiner  may: 

A.  Dismiss  the  case  if  the  claimant  requests  it;  or  if  the  claimant 
does  not  appear  or  dies;  or  when  the  request  was  not  filed 
within  the  time  limit;  or  the  person  was  not  a  party  to  the 
reconsidered  determination  or  there  has  been  a  previous 
determination  or  decision  by  the  Secretary  as  to  the  rights 
of  the  claimant  on  the  same  facts  pertinent  to  the  same  issue 
or  issues,  which  has  become  final. 

B.  Hold  a  hearing  on  the  case  or  review  the  record,  and  issue  a 
decision. 

2008.  Notice  of  the  time  and  place  of  the  hearing  is  sent  by  the 
hearing  examiner  to  the  parties  to  the  hearing  at  least  10  days  be- 
fore the  date  set  for  the  hearing,  to  allow  time  to  prepare  for  it.  The 
hearing  before  the  hearing  examiner  usually  is  held  in  the  area 
where  the  person  requesting  the  hearing  resides,  although  he  may  be 
required  to  travel  up  to  75  miles.  A  hearing  examiner  has  po^ver 
to  issue  subpoenas  requiring  the  attendance  and  testimony  of  wit- 
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nesses  and  the  production  of  any  evidence  that  relates  to  the  issues 
involved  in  the  hearing. 

2009.  The  district  office  is  ready  to  help  the  claimant  or  other 
interested  party  to  prepare  for  the  hearing  or  review  of  the  record 
by: 

A.  Explaining  to  him  the  issues  involved  in  the  case. 

B.  Explaining  how  the  hearing  will  be  conducted. 

C.  Telling  him  how  to  arrange  for  the  appearance  of  his  wit- 
nesses. 

D.  Advising  him  how  to  obtain  any  documents  that  he  may  need 
for  the  presentation  of  his  case. 

A  person  requesting  the  hearing  may  appear  personally  at  the 
hearing.  He  may  be  represented  by  counsel  or  by  any  other  person 
he  wants  to  have  represent  him;  however,  it  is  not  necessary  that  he 
be  represented. 

2010.  After  the  hearing,  the  hearing  examiner  will  issue  a 
DECISION  affirming,  revising,  or  reversing  the  reconsidered  deter- 
mination. He  may  also  certify  the  case  with  a  recommended  decision 
to  the  Appeals  Council  for  decision  (though  this  would  happen 
very  infrequently).  All  parties  to  the  hearing  are  notified  of  the 
hearing  examiner's  decision  and  the  reasons  for  it. 

2011.  A  REVIEW  BY  THE  APPEALS  COUNCIL  may  be  requested  if  a 
party  to  the  hearing  is  not  satisfied  with  the  action  of  the  hearing 
examiner,  whether  a  decision  or  dismissal.  The  Council  will  grant, 
deny,  or  dismiss  the  request  for  review  as  it  decides  is  proper. 

A  request  for  a  review  by  the  Appeals  Council  must  be  in  writing 
and  must  be  filed  within  60  days  after  the  date  of  notice  of  the  de- 
cision or  dismissal  of  the  hearing  examiner.  The  request  may  be 
filed  with  any  district  office,  a  hearing  examiner,  or  the  Appeals 
Council  and  may  be  made  either  by  letter  or  on  a  special  form  avail- 
able at  any  district  office. 

Within  90  days  after  the  date  of  notice  of  the  hearing  examiner's 
decision,  the  Appeals  Council  may  on  its  own  motion  reopen  it  for 
review  or  for  the  purpose  of  dismissing  the  party's  request  for  hear- 
ing for  any  reason  for  which  such  request  could  have  been  dismissed 
by  the  hearing  examiner. 

2012.  The  appeals  council  will  notify  the  claimant  as  to 
whether  or  not  it  will  review  the  case.  If  the  Council  decides  to  re- 
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view  the  case,  the  claimant  may  appear  before  the  Appeals  Council 
in  Washington,  D.C.  (either  personally,  or  through  a  representative) 
for  the  presentation  of  oral  arguments  or  he  may  file  -written  briefs 
in  support  of  his  claim.  The  Appeals  Council  will  notify  the  claim- 
ant of  its  action  in  the  case. 

If  the  claimant  is  dissatisfied  with  the  decision  or  denial  of  the 
request  for  revie^v  by  the  Appeals  Council,  he  may  bring  suit  in  a 
U.S.  District  Court.  The  civil  action  in  the  court  must  be  filed 
within  60  days  from  the  date  of  notice  of  the  Appeals  Council  deci- 
sion or  denial  of  the  request  for  review.  The  Court's  jurisdiction  is 
limited  to  rendering  a  decision  on  the  record  and  the  Secretary's 
findings  of  fact  are  binding  on  the  Court,  if  supported  by  substantial 
evidence. 

Court  review  of  decisions  regarding  the  amount  of  hospital  in- 
surance benefits  is  limited  to  cases  in  which  the  amount  in  contro- 
versy is  $1,000  or  more.  The  Social  Security  Act  does  not  provide  for 
Court  review  of  a  determination  concerning  the  amount  of  benefits 
payable  under  the  supplementary  medical  insurance  plan. 

2013.  An  extension  of  time  for  filing  a  request  for  reconsidera- 
tion, a  request  for  hearing  (either  by  personal  appearance  or  just  by 
way  of  review  of  the  record)  by  a  hearing  examiner,  or  a  request  for 
review  by  the  Appeals  Council,  may  be  granted  if  the  claimant  shows 
that  he  had  good  cause  for  failing  to  file  his  request  within  the  ap- 
propriate time  limit.  The  decision  as  to  whether  or  not  to  grant 
the  extension  is  made  by  the  office  making  the  initial  or  reconsidered 
determination,  the  hearing  examiner,  or  the  Appeals  Council,  de- 
pending upon  who  has  jurisdiction  over  the  case.  The  Appeals 
Council  may  grant  an  extension  of  time  for  filing  a  civil  action  in  a 
U.S.  District  Court,  where  good  cause  exists  for  failure  to  file  ^vithin 
the  appropriate  time. 

2014.  The  claimant  may  be  represented  by  an  attorney  or  any 
other  person  he  selects  to  act  for  him,  at  any  or  every  step  in  the 
proceedings  before  the  Social  Security  Administration,  i.e.,  initial 
determination,  reconsideration,  hearing,  and /or  Appeals  Council 
review.  No  person  may  act  as  representative  of  a  claimant  if  he  has 
been  suspended  or  disbarred  by  the  Commissioner  of  Social  Security 
from  acting  as  a  representative. 

Only  individuals  may  act  as  representatives  of  claimants.  How- 
ever, a  member  of  a  firm,  labor  union,  or  other  organization  may  act 
as  representative  of  a  claimant  if  he  does  so  as  an  individual  and 
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not  in  his  capacity  as  an  agent  or  employee  of  the  organization  or 
firm. 

To  appoint  a  representative  other  than  an  attorney-at-law,  the 
claimant  must  do  so  in  writing  over  his  signature,  preferably  on  a 
special  form  available  at  each  district  office.  The  representative, 
other  than  an  attorney-at-law,  must  also  accept  the  appointment  in 
writing,  and  the  appointment  and  acceptance  must  be  filed  w-ith  the 
appropriate  office  of  the  So(  ial  Security  Administration,  e.g.,  district 
office,  reviewing  office,  a  hearing  examiner,  or  the  Appeals  Council, 
as  the  case  may  be. 

An  attorney's  authority  to  act  as  representative  of  a  claimant  in 
matters  before  the  Social  Security  Administration  may  appear  from 
his  statement  that  he  has  such  authority  or  from  his  action  in  con- 
nection with  the  prosecution  of  the  claim. 

2015.  The  amount  of  the  fee  that  an  attorney  or  other  per- 
son MAY  charge  the  CLAIMANT  for  representing  him  in  matters 
before  the  Social  Security  Administration  must  be  approved  as  pre- 
scribed in  the  social  security  regulations.  Upon  receipt  of  a  written 
petition  from  the  representative  stating  the  fee  he  wishes  to  charge, 
and  giving  a  detailed  description  of  each  type  of  service  rendered 
with  the  amount  of  time  spent  on  each,  as  justification  for  the  fee 
desired,  the  appropriate  unit  of  the  Social  Security  Administration 
will  fix  the  amount  of  a  fee  for  services.  Both  the  claimant  and  his 
representative  will  be  notified  of  the  amount  approved. 

If  a  court  renders  a  judgment  favorable  to  a  social  security  claim- 
ant, the  court  may  allow  as  part  of  its  judgment  a  reasonable  fee  for 
the  attorney  representing  the  claimant  in  court.  The  court-allowed 
fee  cannot  exceed  25  percent  of  the  claimant's  past  due  benefits  made 
payable  by  the  judgment.  The  Social  Security  Administration  may 
certify  the  amount  of  the  fee  allowed  by  the  court  for  payment  di- 
rectly to  the  attorney  out  of  past-due  benefits. 
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Chapter  21 

Hospital  Insurance  Protection 


2100.  Hospital  insurance  protection. 

2101.  Individual  entitled  to  social  security  monthly  benefits. 

2102.  When  social  security  beneficiary's  protection  ends. 

2103.  Qualified  railroad  retirement  beneficiary. 

2104.  When  railroad  retirement  beneficiary's  protection  ends. 

2105.  Special  transitional  provision  for  the  uninsured. 

2106.  Residence  in  the  United  States. 

2107.  Alien's  lawful  admission  for  permanent  residence. 

2108.  Form  SSA-18  (Application  for  Hospital  Insurance  Entitlement). 

2109.  Restrictions  on   entitlement   under   transitional   provision. 

2110.  Coverage  or  potential  coverage  under  Federal  Employees  Health  Benefits 
Act  of  1959. 

2111.  When   hospital   insurance   protection   under   transitional   provision   ends. 

2112.  Health  insurance  identification  card. 

2100.  Hospital  insurance  protection  under  the  Social  Security 
Act  is  provided  to: 

A.  Individuals  age  65  or  over  who  are  entitled  to  monthly  social 
security  benefits  (§2101); 

B.  Qualified  railroad  retirement  beneficiaries  age  65   or  over 

(§  2103);  and 

C.  Uninsured  persons  age  65  or  over  who  meet  the  requirements 
of  a  special  transitional  provision   (§  2105). 

"Hospital  insurance  protection"  means  that  the  individual  pro- 
tected may  have  benefits  paid  on  his  behalf  for  the  covered  hospital 
and  related  health  care  services  described  in  chapter  22,  when  he 
incurs  expenses  for  such  services.  In  no  case,  however,  are  benefits 
payable  for  services  furnished  before  July  1,  1966;  there  are  no  bene- 
fits payable  for  extended  care  services  furnished  before  January  1, 
1967;  and  with  certain  exceptions  (§§  2201,  2227)  benefits  are  not 
payable  for  services  furnished  outside  the  United  States. 

2101.  An  individual  entitled  to  monthly  social  security  bene- 
fits is  automatically  entitled  to  hospital  insurance  protection  be- 
ginning with  the  first  day  of  the  month  he  reaches  age  65  (but  not 
before  July  1,  1966).  If  an  individual  applies  for  his  monthly  bene- 
fits after  the  month  he  reached  age  65,  his  hospital  insurance  pro- 
tection can  be  retroactive  for  as  many  as   12  months  before  the 
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month  he  filed  his  application,  but  not  earlier  than  the  first  day  of 
the  first  month  he  met  all  the  requirements  for  the  monthly  bene- 
fit. This  means  that  hospital  insurance  benefits  may  be  paid  on  his 
behalf  for  expenses  of  hospital  and  related  health  care  services  which 
he  incurred  before  he  filed  application  for  monthly  benefits  if  these 
expenses  were  incurred  within  the  retroactive  period.  Remember, 
however,  that  a  person  cannot  be  entitled  to  hospital  insurance  pro- 
tection for  months  before  he  reaches  age  65  even  if  he  is  entitled 
to  a  retirement  insurance  benefit  or  other  old-age  type  benefit  before 
that  age.  Hospital  insurance  protection  continues  for  every  month 
a  person  age  65  or  over  remains  entitled  to  monthly  benefits, 
whether  or  not  such  ])enefits  are  actually  payable. 

A  person  age  65  or  over  who  has  filed  application  and  established 
entitlement  to  a  monthly  social  security  benefit  does  not  need  to 
file  any  additional  application  for  hospital  insurance  protection;  he 
has  this  protection  as  a  corollary  of  his  entitlement  to  the  monthly 
benefit.  Anyone,  however,  who  is  age  65  or  over  and  eligible  for 
monthly  benefits  but  has  not  applied  for  them,  must  establish  en- 
titlement to  such  benefits  as  a  condition  of  entitlement  to  hospital 
insurance  protection.  This  is  so  even  though  the  individual  does  not 
wish  to  receive  monthly  benefits. 

2102.  A  SOCIAL  SECURITY  beneficiary's  hospital  insurance  pro- 
tection ENDS  ^vith  the  same  month  his  entitlement  to  monthly  bene- 
fits ends,  except  where  his  monthly  benefits  end  because  of  death. 
In  that  case,  his  hospital  insurance  protection  continues  for  the 
month  of  death  if  he  would  otherwise  have  been  entitled  to  his  cash 
benefit  for  that  month.  This  is  so  even  though  actual  entitlement  to 
the  cash  benefit  ends  with  the  month  before  the  month  of  death. 
(See  chart  in  §  1850  for  events  which  terminate  monthly  benefits.) 

However,  an  individual  who  ceases  to  be  entitled  to  social  security 
benefits  but  who  meets  the  requirements  of  the  special  transitional 
provision  (§  2105)  may  reinstate  his  hospital  insurance  protection 
by  filing  a  proper  application  under  the  transitional  provision. 

Example:  A  woman  whose  wife's  benefits  are  terminated  be- 
cause of  divorce  but  Avho  meets  all  the  requirements  in  §  2105, 
could  become  reentitled  to  hospital  insurance  protection  by  filing 
application  under  the  transitional  "deemed  entitled"  provision. 

2103.  A  "qualified  railroad  retirement  beneficiary"  is  also  en- 
titled to  hospital  insurance  protection  at  age  65;  his  protection  be- 
gins on  the  first  day  of  the  month  he  attains  65.  A  "qualified  railroad 
retirement  beneficiary"  means  an  individual  whose  name  has  been 
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certified  to  the  Social  Security  Administration  by  the  Railroad  Re- 
tirement Board  under  Section  21  of  the  Railroad  Retirement  Act 
of  1937.  A  person  can  be  so  certified  if  he  (or  she): 

A.  Is  entitled  to  a  railroad  retirement  annuity  or  pension;  or 

B.  Could  be  entitled  to  such  annuity  if  he  ceased  "compensated 
service"  (as  defined  in  the  Railroad  Retirement  Act);  or 

C.  Could  be  entitled  to  such  annuity  if  his  or  her  spouse  ceased 
compensated  service;  or 

D.  Is  so  related  to  a  railroad  employee  that,  under  the  special 
Social  Security  guaranty  provision  (in  section  3  (e)  of  the 
Railroad  Retirement  Act),  such  relationship  has  been  or 
would  be  taken  into  account  in  calculating  the  amount  of  the 
employee's  (or  his  survivors')  annuity. 

2104.  A  QUALIFIED  RAILROAD   RETIREMENT   BENEFICIARY's   HOSPITAL 

INSURANCE  PROTECTION  ENDS  generally  at  the  close  of  the  month  be- 
fore the  month  in  which  he  ceased  to  meet  the  requirements  of 
Section  21  of  the  Railroad  Retirement  Act  of  1937.  If  he  ceased  to 
meet  these  requirements  because  of  his  death,  however,  his  hospital 
insurance  protection  continues  for  the  month  of  his  death.  The  Rail- 
road Retirement  Board  determines  when  a  person  is  no  longer  quali- 
fied under  the  Railroad  Retirement  Act  and  certifies  this  informa- 
tion to  the  Social  Security  Administration.  As  with  a  social  security 
beneficiary,  a  person  who  ceases  to  be  a  qualified  railroad  retirement 
beneficiary  may  reinstate  his  hospital  insurance  protection,  if  he 
meets  all  the  requirements  in  §  2105,  by  filing  application  under  the 
special  transitional  provision. 

2105.  Under  a  special  transitional  provision  for  the  un- 
insured, an  individual  who  does  not  meet  the  requirements  for 
entitlement  to  regular  monthly  social  security  benefits  and  who  is 
not  certified  as  a  qualified  railroad  retirement  beneficiary  may 
nevertheless  become  entitled  to  hospital  insurance  protection.  Un- 
der this  provision  an  individual  (although  he  will  not  receive  any 
regular  monthly  cash  social  security  benefits)  may  be  deemed  en- 
titled to  such  benefits  solely  for  hospital  insurance  purposes  be- 
ginning with  the  first  day  of  the  month  that  he: 

A.    Has  attained  age  65  and  either: 

1.  Attained  that  age  before  1968;  or 

2.  Has  earned  a  specified  number  of  quarters  of  coverage  in 
employment  or  self-employment  under  the  social  security 
program  (see  §  215);  and 
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B.  Is  not,  or  upon  filing  application,  would  not  be  entitled  to  a 
regular  monthly  social  security  benefit,  and  is  not  a  qualified 
railroad  retirement  beneficiary;  and 

C.  Is  a  resident  of  the  United  States  (see  §  2106);  and 

D.  Is  either: 

1.  A  U.S.  citizen   (§  1726);  or 

2.  An  alien  lawfully  admitted  for  permanent  residence  (§ 
2107)  who  has  resided  in  the  United  States  continuously 
for  the  5-year  period  immediately  preceding  the  month  he 
files  application    (§  2106);  and 

E.  Has  properly  filed  an  application  under  the  transitional  pro- 
vision for  hospital  insurance  protection   (§  2108);  and 

F.  Is  not  ineligible  because  of  one  of  the  restrictions  listed  in 
§2109. 

Hospital  insurance  protection  under  this  provision  can  be  retro- 
active for  as  many  as  12  months  before  the  month  the  individual 
files  his  application,  but  no  earlier  than  the  first  day  of  the  first 
month  he  meets  all  the  above  requirements  and,  in  any  case,  no 
earlier  than  July  1,  1966. 

Although  a  person  who  qualifies  for  hospital  insurance  under  this 
provision  cannot  receive  a  regular  social  security  benefit,  he  may  in 
some  cases  be  eligible  to  receive  a  special  monthly  cash  payment  at 
age  72  (see  §  356). 

2106.  Residence  in  the  united  states  is  in  all  cases  a  condition  of 
entitlement  under  the  transitional  hospital  insurance  provision.  In 
addition,  an  alien  must  have  resided  in  the  United  States  contin- 
uously for  a  period  of  5  years  immediately  preceding  the  month  he 
files  application. 

For  purposes  of  hospital  insurance  protection,  a  person  is  a  resi- 
dent of  the  United  States  if  he  makes  a  home  in  any  of  the  50  States, 
the  District  of  Columbia,  Puerto  Rico,  the  Virgin  Islands,  Guam, 
or  American  Samoa.  He  becomes  a  resident  the  first  day  he  arrives  in 
the  U.S.  and  establishes  a  home  with  intent  to  remain  indefinitely. 

Actual  physical  presence  in  the  U.S.  for  extended  periods  is  an 
important  factor  in  establishing  residence.  However,  an  individual 
may  still  be  a  resident  even  though  he  is  temporarily  'absent  from 
the  U.S.  A  mere  visit  to,  or  tour  of,  the  United  States  would  not 
begin  a  period  of  residence.  Evidence  of  residence  may  consist  of  such 
actions  as  arranging  for  lodging,  applying  for  a  social  security  num- 
ber, obtaining  employment,  establishing  a  business,  joining  a  church 
or  fraternal  organization,  or  the  like.  A  period  of  residence  con- 
tinues so  long  as  the  person  continues  to  maintain  a  more  or  less 
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permanent  attachment  to  abodes  in  the  U.S.,  accompanied  by  actual 
physical  presence  in  this  country  for  a  significant  part  of  the  time. 

A  person's  period  of  residence  ends  with  the  day  he  departs  from 
the  U.S.  with  the  intention  to  reside  elsewhere  and  to  abandon  his 
residence  in  the  U.S.  A  temporary  visit  abroad,  with  no  intention 
to  abandon  residence  in  this  country,  does  not  normally  interrupt 
a  period  of  residence  in  the  U.S.  However,  if  a  person's  visit  abroad 
is  for  an  extended  period,  e.g.,  more  than  6  months,  it  could  not 
generally  be  considered  a  temporary  visit  in  the  absence  of  a  strong 
showing  to  the  contrary,  such  as  maintaining  a  house  or  apartment 
in  this  country,  paying  U.S.  income  taxes  as  a  U.S.  resident  for  the 
period  of  absence,  or  other  similar  acts  clearly  evidencing  an  inten- 
tion to  retain  his  residence  in  the  U.S. 

2107.  An  alien's  lawful  admission  for  permanent  residence 
may  be  evidenced  by  Form  1-151  (Alien  Registration  Receipt 
Card).  Form  AR-3  or  AR-3a  (Alien  Registration  Receipt  Card)  is 
also  acceptable,  but  only  if  it  specifically  indicates  that  the  alien  has 
been  lawfully  admitted  for  permanent  residence.  A  Re-entry  Permit 
is  acceptable  proof  of  la^vful  admission  for  permanent  residence  in- 
asmuch as  this  status  is  a  requirement  for  its  issuance. 

2108.  Form  ssa-18  (application  for  hospital  insurance  en- 
titlement) is  the  form  specifically  designed  for  applications  under 
the  transitional  provision  for  hospital  insurance  protection.  Forms 
SSA-18B  and  SSA-18C  are  shorter  versions  of  this  application  to  be 
used  by  persons  receiving  public  assistance  payments. 

2109.  Certain  restrictions  on  entitlement  under  the  transi- 
tional hospital  insurance  provision  are  specified  by  law.  An  in- 
dividual will  not  be  entitled  under  the  transitional  provision  if  any 
of  the  following  conditions  exist  at  the  beginning  of  the  first  month 
in  which  he  meets  the  requirements  in  §  2105  (A)-(F)  above: 

A.  He  is  an  active  or  retired  Federal  employee  (or  the  spouse  of 
such  an  employee)  who,  subject  to  the  conditions  in  §  2110,  is 
covered  or  could  have  been  covered  under  the  provisions  of 
the  Federal  Employees  Health  Benefits  Act  of  1959; 

B.  He  is  a  member  of  a  Communist-action,  Communist-front  or 
a  Communist  infiltrated  organization  required  to  register 
under  the  Internal  Security  Act  of  1950,  as  amended; 

C.  He  has  been  convicted  of  a  specified  crime  against  the  security 
of  the  U.S.  including  sabotage,  espionage,  treason,  etc.  (see 
§  2303). 
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2110.  Coverage  or  potential  coverage  under  the  federal  em- 
ployees HEALTH  BENEFITS  ACT  OF  1959  of  an  activc  or  retired  Federal 
employee,  or  the  spouse  of  such  an  employee,  may  render  him  in- 
eligible for  hospital  insurance  protection  under  the  transitional 
provision.  The  individual  is  ineligible  if: 

A.  He  is  covered  by  an  enrollment  in  a  health  benefits  plan  un- 
der  the   Federal    Employees    Health    Benefits    Act   of    1959 

(FEHB  Act);  or 

B.  He  was  covered  by  an  enrollment  under  the  FEHB  Act  on 
February  16,  1965,  whether  or  not  he  is  presently  covered;  or 

C.  He  (or  some  other  person)  was  a  Federal  employee  at  any 
time  after  February  15,  1965,  and  he  could  have  been  covered 
under  the  FEHB  Act  had  he  (or  the  other  person)  availed 
himself  of  opportunities  to  enroll  or  continue  enrollment. 

This  restriction  no  longer  applies  beginning  with  the  month  in 
which  the  individual's  coverage,  or  potential  coverage,  ends  because 
he  (or  some  other  person)  is  separated  from  Federal  service  if  he  is 
not  eligible  to  continue  the  coverage.  Note  also  that  the  restriction 
applies  only  to  hospital  insurance  protection  under  the  transitional 
provision  (§  2105);  it  does  not  apply  to  any  Federal  employee  or 
other  person  who  meets  the  regular  requirements  as  a  social  se- 
curity or  railroad  retirement  beneficiary   (§§  2101,  2103). 

The  FEHB  Act  of  1959  should  not  be  confused  with  the  Retired 
Federal  Employees  Health  Benefits  Act  enacted  on  September  8, 
I960.  This  latter  legislation,  which  is  not  a  bar  to  entitlement  under 
the  transitional  provision  to  social  security  hospital  insurance  pro- 
tection, was  passed  to  provide  health  insurance  for  those  annuitants 
who  could  not  obtain  coverage  under  the  1959  Act  because  the  Fed- 
eral employment  on  which  the  annuity  is  based  ended  prior  to  July 
1960.  An  individual  had  to  be  in  Federal  employment  after  June 
1960  to  be  covered  under  the  1959  Act. 

2111.  Hospital  insurance  protection  under  the  transitional 
PROVISION  ends  with: 

A.  The  month  before  the  first  month  the  individual  is  entitled, 
or  upon  application  would  become  entitled,  to  monthly  social 
security  benefits,  or  becomes  certifiable  as  a  qualified  railroad 
retirement  beneficiary;  or 

B.  The  month  he  dies. 

Because  of  (A)  above,  when  a  person  becomes  eligible  for  a 
monthly  social  security  or  railroad  retirement  benefit,  his  hospital 
insurance  protection  under  the  transitional  provision  will  terminate 
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unless  he  files  an  application  for  the  monthly  benefit,  thereby  be- 
coming entitled  to  hospital  insurance  protection  automatically  as  a 
corollary  of  his  entitlement  to  the  monthly  benefit   (see  §  2101). 
Example:    Mr.  and  Mrs.  Baker  are  entitled  to  hospital  insur- 
ance protection  only  under  the  special  transitional  provision    (§ 
2105).  Mr.  Baker  works  and  earns  enough  quarters  of  coverage  to 
become  insured  and  eligible  for  a  monthly  retirement  benefit. 
His  hospital  insurance  protection  will  end  unless  he  files  applica- 
tion for  the  retirement  insurance  benefit.    (But  the  hospital  in- 
surance protection  provided  by  the  application  for  the  retirement 
benefit  can  be  retroactive  for  as  many  as  12  months  (§  2101).) 

If  Mr.  Baker  does  apply  and  become  entitled  to  the  retirement 
benefit,  Mrs.  Baker,  assuming  she  meets  the  requirements  for 
wife's  benefits  (§  305),  would  also  upon  application  be  entitled  to 
a  monthly  benefit.  Thus,  she  will  lose  her  hospital  insurance  pro- 
tection unless  she  applies  for  the  wife's  benefit. 

2112.     A   HEALTH    INSURANCE   IDENTIFICATION   CARD   is   isSUed   by   the 

Social  Security  Administration  to  each  individual  who  has  been 
found  entitled  to  hospital  insurance  protection.  It  is  his  proof  that 
he  has  this  protection.  The  protected  individual  should  show  his 
card  to  the  hospital  or  other  "provider  of  service"  whenever  he 
incurs  expenses  for  hospital  care  and  related  health  care  services. 
If  an  individual  has  enrolled  in  the  separate  voluntary  medical  in- 
surance plan  discussed  in  chapter  23,  his  health  insurance  card  will 
also  show  this. 
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Chapter  22 

Hospital  Insurance  Benefits 


2200.  General. 

2201.  Hospital  insurance  benefits  payable  for  four  types  of  services. 

2202.  Benefits  are  paid   to  hospital,  extended  care  facility,  or  home  health   agency 
on  patient's  behalf. 

2203.  "Spell  of  illness"  explained. 

2204.  "Provider  of  service"  defined. 

•         •••»•• 

2205.  Benefits  for  inpatient  hospital  services. 

2206.  Deductibles  and  co-insurance. 

2207.  Inpatient  hospital  deductible. 

2208.  Inpatient  hospital  coinsurance  amount. 

2209.  First  3  pints  of  whole  blood. 

2210.  Benefits  may  be  paid  for  up  to  90  days  of  inpatient  hospital  care. 

2211.  When  hospital  is  not  making  timely  utilization  review. 

2212.  Utilization  review  committee  finds  further  stay  unnecessary. 

2213.  Person  who  was  inpatient  in  90-day   period  before  becoming  entitled   to 
hospital  insurance  protection. 

2214.  Maximum   190-day  lifetime  limit  on  psychiatric  hospital  services. 

2215.  When  inpatient  hospital  services  count  toward  90-day  maximum. 

2216.  Inpatient  hospital  items  and  services  that  are  covered. 

2217.  Hospital  room  and  board. 

2218.  Drugs,  biologicals,  supplies,  appliances,  equipment. 

2219.  Hospital  insurance  benefits  not  payable  for  physician's  services. 

2220.  Hospital  request  for  payment. 

2221.  Physician's  certification  for  inpatient  services. 

2222.  Benefits  ordinarily  payable  only  to  participating  hospital. 

2223.  Conditions  for  participation  of  general  hospital. 

2224.  Conditions  for  participation  of  psychiatric  hospital. 

2225.  Conditions  for  participation  of  tuberculosis  hospital. 

2226.  Benefits  to  non-participating  hospital  for  emergency   inpatient  services. 

2227.  Benefits  to  foreign  hospital  for  emergency  inpatient  services. 

2228.  Guarantee  of  payment  provision. 

******* 

2229.  Benefits  for  posthospital  extended  care  services. 

2230.  Prior  hospitalization  required. 

2231.  Patient  may  be  responsible  for  coinsurance. 

2232.  Extended  care  coinsurance  amount. 

2233.  Benefits  may  be  paid  for  up  to  100  days  of  extended  care. 

2234.  Extended  care  items  and  services  that  are  covered. 

2235.  Extended  care  facility  request  for  payment. 

2236.  Physician  certification  for  extended  care  services. 

2237.  Benefits  payable  only  to  participating  facility. 

2238.  Conditions  for  participation  of  extended  care  facility. 

2239.  Transfer  agreement  with  participating  hospital. 

******* 

2240.  Benefits  for  post-hospital  home  health  services. 

2241.  Prior  hospitalization  required. 

2242.  Benefits  may  be  paid  for  up  to  100  home  health  visits. 

2243.  Home  health  items  and  services  that  are  covered. 
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2244.  Patient  must  be  under  care  of  physician. 

2245.  Benefits  may  be  paid  for  services  outside  patient's  home. 

2246.  Home  health  agency  request  for  payment. 

2247.  Physician  certification   for  home  health  services. 

2248.  Benefits  payable  only  to  participating  home  health  agency. 

2249.  Conditions  for  participation  of  home  health  agency. 

2250.  Both  hospital  insurance  and  supplementary  medical  benefits  payable  for  home 
health  services. 

♦         *«#*«» 

2251.  Benefits  for  outpatient  hospital  diagnostic  services. 

2252.  Hospital  plan  pays  80  percent  of  cost  of  outpatient  diagnostic  services. 

2253.  Diagnostic  study  defined. 

2254.  Types  of  diagnostic  tests  covered. 

2255.  Written  request  and  physician's  certification  required. 

2256.  Benefits  ordinarily  payable  only  to  participating  hospital. 

******* 

2257.  Benefits  for  Christian  Science  care. 

2258.  Benefits  not  payable  to  Federal  "pro\ider." 

2259.  "Provider"  may  charge  only  certain  amounts. 

2260.  Benefits  not  payable  for  routine  health  care. 

2261.  Health  benefits  not  payable  in  certain  circumstances. 

2262.  Payment  to  "provider"  based  on  reasonable  cost. 

2263.  Role  of  State  agencies  in  administration. 

2264.  Role  of  intermediaries  in  administration. 

2265.  Overpayment  of  health  insurance  benefits. 

2200.  The  basic  hospital  insurance  plan  protects  most  persons 
age  65  and  over  against  expenses  for  hospital  and  related  care. 
Older  persons  are  more  likely  to  incur  such  expenses  and  in  greater 
amounts  than  other  people.  Thus,  individuals  covered  by  social  se- 
curity (and  their  employers)  pay  tax  contributions  into  a  special 
Hospital  Insurance  Trust  Fund  during  their  working  years  to  in- 
sure them  against  the  costs  of  illness  in  their  older  years. 

The  hospital  insurance  plan  does  not  cover  physicians'  and  sur- 
geons' services;  these  are  covered  under  the  voluntary  supplementary 
medical  insurance  plan  (chapter  24).  Together,  the  two  plans  are 
popularly  known  as  "medicare." 

Basic  responsibility  for  administering  the  hospital  insurance  plan 
rests  with  the  Secretary  of  Health,  Education,  and  Welfare  (re- 
ferred to  below  as  the  "Secretary").  Within  this  authority,  primary 
program  and  administrative  responsibility  is  in  the  Social  Security 
Administration,  while  responsibility  for  certain  professional  aspects 
is  in  the  Public  Health  Service.  The  Social  Security  Administration 
enters  into  agreements  with  State  agencies  and  with  intermediaries 
to  work  with  it  in  administering  the  plan.   (See  §§  2263  and  2264.) 

2201.  Hospital  insurance  benefits  may  be  paid  for  four  types 
of  hospital  and  related  health  care  services: 

A.    Up  to  90  days  of  inpatient  hospital  care  during  each  "spell  of 
illness."   Inpatient  sendees  in  a  tuberculosis  or  psychiatric 
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hospital  are  included.  There  is  a  lifetime  limit  of  190  days 
of  covered  services  in  psychiatric  hospitals.  Coverage  for  in- 
patient hospital  services  is  effective  July  1,  1966.  (See  §§  2205- 
2228.) 

B.  Up  to  100  days  of  extended  care  services  in  each  "spell  of 
illness"  after  discharge  from  a  hospital.  Coverage  for  these 
services  is  effective  January  1,  1967.  (See  §§  2229-2239.) 

C.  Up  to  100  home  health  service  visits  (e.g.,  visiting  nurse  serv- 
ices) in  the  1-year  period  following  discharge  from  a  hospital 
or  an  extended  care  facility.  Coverage  for  these  services  is 
effective  July  1,  1966.  (See  §§  2240-2250.)       - 

D.  Outpatient  hospital  diagnostic  services.  For  each  diagnostic 
study,  the  hospital  insurance  plan  pays  80  percent  of  the 
reasonable  cost  of  these  services,  reduced  by  an  outpatient 
diagnostic  deductible.  (See  §§  2251-2256.) 

Hospital  insurance  benefits  may  ordinarily  be  paid  only  for  serv- 
ices furnished  in  the  United  States.  Under  certain  circumstances, 
however,  hospital  insurance  benefits  may  be  paid  for  emergency  in- 
patient hospital  services  furnished  outside  the  United  States  and  for 
certain  services  furnished  in  Canadian  hospitals  to  railroad  retire- 
ment beneficiaries. 


2202.  Hospital  insurance  benefits  are  paid  directly  to  a  hos- 
pital,   EXTENDED    CARE    FACILITY,    OR    HOME    HEALTH    AGENCY,    On    3. 

patient's  behalf.  In  this  respect,  they  differ  from  the  cash  social 
security  benefits  discussed  in  chapters  3,  4,  and  5,  which  are  paid 
to  the  beneficiary  himself  (  except  when  he  is  incapable  of  managing 
his  own  benefits).  Whenever  hospital  insurance  benefits  are  paid, 
however,  the  beneficiary  will  be  notified.  The  notice  will  show  the 
total  amount  of  the  bill,  the  amount  of  benefits  paid  on  his  behalf, 
and  the  remaining  amount  for  which  he  is  responsible. 

Normally,  the  hospital,  extended  care  facility,  or  home  health 
agency  will  forward  the  appropriate  claim  form  to  an  intermediary, 
such  as  Blue  Cross  or  a  private  insurance  company,  rather  than 
to  the  Social  Security  Administration.  As  indicated  below,  the  pa- 
tient will  have  to  sign  the  request-for-payment  part  of  this  form. 
Questions  about  the  amount  of  hospital  insurance  benefits  paid  on  a 
particular  claim  can  be  directed  to  the  intermedial^  which  made  the 
decision;  the  address  will  be  shown  on  the  notice  of  payment.  A 
beneficiary  may  also  obtain  information  and  assistance  from  his 
social  security  district  office.  If,  after  an  explanation,  he  is  dissatis- 
fied with  the  amount  of  hospital  insurance  benefits  paid  and  the 
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amount  in  controversy  is  $100  or  more,  he  may  request  a  formal 
hearing  with  the  Social  Security  Administration. 

2203.  The  payment  of  hospital  insurance  benefits  is  geared 
TO  A  "spell  of  illness."  This  is  a  period  of  consecutive  days  which 
governs  to  a  great  extent  how  much  of  the  services  furnished  to  a 
patient  can  be  paid  for  by  the  hospital  insurance  plan.  For  example, 
a  patient  is  eligible  for  90  days  of  hospital  care  in  a  "spell  of  illness" 
and  100  days  of  care  in  an  extended  care  facility  during  the  same 
"spell." 

A  "spell  of  illness": 

A.  Begins  with  the  first  day  (not  included  in  a  previous  "spell  of 
illness")  on  which  an  individual: 

1.  Is  furnished  inpatient  hospital  services  or  extended  care 
services  in  a  hospital  or  extended  care  facility  which  meets 
certain  conditions  for  participation  in  the  hospital  insur- 
ance plan.  It  does  not  matter  that  the  hospital  or  facility  is 
not  actually  participating  or,  where  the  patient  was  ad- 
mitted for  emergency  services,  that  it  does  not  meet  all  the 
conditions  for  participation;  and 

2.  Which  occurs  in  a  month  for  which  he  is  entitled  to  hos- 
pital insurance  protection    (chapter  21);  and 

B.  Ends  with  the  close  of  the  first  period  of  60  consecutive  days 
thereafter  on  each  of  which  he  was  neither  an  inpatient  of 
any  hospital  nor  an  inpatient  of  any  extended  care  facility. 
For  purposes  of  determining  when  a  patient's  "spell  of  illness" 
ends,  it  does  not  matter  whether  the  last  hospital  or  extended 
facility  he  was  in  is  participating;  neither  does  it  matter 
whether  the  hospital  or  facility  meets  conditions  for  participa- 
tion. 

Example  1 :  Donald  was  in  a  hospital  for  15  days,  went  home, 
and  was  readmitted  to  the  hospital  40  days  later.  Since  60  days 
have  not  elapsed  since  his  discharge  from  the  hospital,  Donald 
is  still  in  the  same  "spell  of  illness."  Since  he  has  already  used 
15  days  of  covered  hospital  care  in  that  "spell,"  he  has  75  days' 
care  remaining  upon  being  readmitted  to  the  hospital. 

Example  2:  Joyce,  on  the  other  hand,  was  in  a  hospital  for 
15  days,  went  home,  and  was  readmitted  to  the  hospital  70  days 
later.  Since  more  than  60  days  have  elapsed  since  her  discharge, 
Joyce  is  in  a  new  "spell  of  illness"  and  is  again  eligible  for  90 
days'  care. 

An  individual  may  therefore  be  discharged  from  and  readmitted 
to  a  hospital  or  an  extended  care  facility  several  times  dining  the 
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same  "spell  of  illness"  and  still  have  hospital  insurance  benefits  paid 
on  his  behalf  to  the  extent  that  other  requirements  are  met.  Also, 
there  is  no  limit  to  the  number  of  covered  "spells  of  illness"  he  may 
have  as  long  as  he  continues  to  be  entitled  to  hospital  insurance  pro- 
tection. Note,  however,  that  an  individual  may  not  exhaust  his 
covered  services  in  a  qualifying  institution  and  then  transfer  to  a 
non-qualifying  institution  in  order  to  end  one  "spell  of  illness"  and 
become  eligible  to  begin  another  which  allows  for  payment  of 
additional  hospital  insurance  benefits. 

Since  the  term  "spell  of  illness"  has  the  special  meaning  defined 
above,  it  will  be  placed  in  quotation  marks  when  used  in  this 
chapter  to  make  this  meaning  more  apparent. 

2204.  "Provider  of  service"  or,  simply,  "provider"  is  the  term 
used  to  designate  hospitals,  extended  care  facilities,  or  home  health 
agencies;  it  does  not  include  other  organizations  or  persons.  Since 
the  term  "provider"  has  this  special  meaning,  it  will  be  placed  in 
quotation  marks  when  used  in  this  chapter  to  make  this  meaning 
more  apparent. 

******* 

2205.  Hospital  insurance  benefits  may  be  paid  for  inpatient 
HOSPITAL  services.  The  benefits  will  be  paid  to  the  hospital  on  the  pa- 
tient's behalf.  In  most  cases,  the  hospital  insurance  plan  will  pay  for 
the  great  bulk  of  inpatient  hospital  expenses  which  a  protected  pa- 
tient incurs  in  any  one  "spell  of  illness."  However,  the  following 
limitations  and  conditions  for  payment  should  be  kept  in  mind: 

A.  Benefits  are  not  payable  for  hospital  services  furnished  before 
July],  1966;  and 

B.  The  patient  is  responsible  for  a  deductible  and  may  be  re- 
sponsible for  a  coinsurance  amount  and  certain  other  charges 

(§§2206-2209);  and 

C.  The  hospital  insurance  plan  ordinarily  covers  up  to  90  days 
of  inpatient  hospital  services  in  any  one  "spell  of  illness";  in 
certain  circumstances,  it  covers  less  than  90  days  (§§  2210- 
2215);  and 

D.  Hospital  insurance  benefits  may  be  paid  only  for  those  in- 
patient hospital  services  that  are  covered  by  the  plan  (§§ 
2216-2219);  and 

E.  A  wrritten  request  for  payment  must  be  filed.  This  request 
must  be  signed  by  the  patient  or  by  someone  qualified  to  sign 
on  his  behalf  (§  2220);  and 
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F.  A  physician  must  certify  to  the  need  for  inpatient  hospital 
services   (§  2221);  and 

G.  Benefits  may  ordinarily  be  paid  only  to  a  hospital  that  is  par- 
ticipating in  the  social  security  health  insurance  plans  (§§ 
2222-2227). 

Note  that  under  the  hospital  insurance  provisions  payments  may 
not  be  made  to  a  hospital  for  outpatient  services  in  general,  emer- 
gency or  otherwise.  A  hospital  may  be  paid  only  for  outpatient 
diagnostic  services  furnished  to  a  patient  as  explained  in  §§  2251- 
2256. 

2206.  Hospital  insurance  benefits  may  be  paid  for  most  of  the 
REASONABLE  COSTS  OF  INPATIENT  HOSPITAL  SERVICES  incurred  in  any 
"spell  of  illness."  However,  payments  for  inpatient  hospital  services 
are  subject  to  deductibles  and  coinsurance.  A  hospital  may  charge 
a  beneficiary  for: 

A.  A  $40  inpatient  hospital  deductible,  which  may  be  changed 
after  1968  (§  2207);  and 

B.  A  $10  a  day  coinsurance  amount  after  he  has  been  in  the 
hospital  for  60  days.  The  coinsurance  amount  may  also  be 
changed  after  1968  (§  2208);  and 

C.  The  first  3  pints  of  whole  blood  furnished  to  him  (§  2209); 
and 

D.  Items  and  services  not  covered  by  the  hospital  insurance  plan. 

2207.  The  inpatient  hospital  deductible  is  $40  for  any  "spell  of 
illness"  beginning  before  1969.  In  other  words,  the  hospital  insur- 
ance plan  is  not  responsible  for  the  first  $40  of  the  costs  of  inpatient 
hospital  services;  the  patient  may  be  charged  for  this  amount.  The 
inpatient  hospital  deductible  is  imposed  only  once  during  each 
"spell  of  illness"  even  if  the  patient  is  hospitalized  several  times. 

The  amount  of  the  inpatient  hospital  deductible  will  be  ex- 
amined each  year  and  may  be  adjusted  to  reflect  changes  in  hospital 
costs.  Each  year,  beginning  in  1968,  the  Secretary  will  determine 
the  amoimt  of  the  deductible  for  a  "spell  of  illness"  beginning  in 
the  succeeding  year.  He  will  do  this  by  multiplying  $40  times  the 
ratio  of  (a)  the  average  hospital  per  diem  rate  for  inpatent  hospital 
services  furnished  beneficiaries  during  the  preceding  calendar  year 
and  (b)  the  average  per  diem  rate  for  1966.  The  amount  obtained 
will  be  rounded  to  the  nearest  multiple  of  $4  (e.g..  $44.  $48,  $52).  If 
the  amount  is  midway  between  two  multiples  of  $4,  it  Avill  be 
rounded  to  the  next  higher  multiple  of  $4.  Thus,  the  amount  of  the 
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inpatient  hospital  deductible  is  subject  to  change  for  "spells  of 
illness"  beginning  after  1968. 

2208.  The  inpatient  hospital  coinsurance  amount  is  $10  a  day 
for  any  "spell  of  illness"  Ijeginnincy  before  1969.  But  the  patient  can 
be  responsible  for  this  coinsurance  only  after  he  has  been  hospi- 
talized for  60  days.  In  other  words,  the  hospital  may  charge  him  $10 
a  day  towards  the  costs  of  inpatient  hospital  services  for  the  61st 
through  the  90th  day,  inclusive,  of  his  hospitalization. 

This  coinsurance  amotint  is  set  by  law  as  one-fourth  of  the  in- 
patient hospital  deductible.  Thus,  it  is  subject  to  change  for  "spells 
of  illness"  beginning  after  1968  (see  §  2207). 

2209.  The  hospital  insurance  plan  does  not  cover  the  cost  of 
THE  first  3  PINTS  OF  WHOLE  BLOOD  fumished  to  a  patient  during  a 
"spell  of  illness."  The  purpose  of  this  provision  is  to  encourage 
voluntary  blood  replacement  programs.  Under  these  programs,  the 
hospital  will  not  charge  the  patient  if  a  donor  has  replaced  the  blood 
or  if  the  patient  has  arranged  for  such  replacement.  The  law  recog- 
nizes, however,  that  older  people  may  have  difficulty  in  replacing  or 
paying  for  large  qtiantities  of  blood  and  therefore  covers  the  costs 
of  blood  transftisions  in  excess  of  3  pints. 

If  a  hospital  charges  a  patient  for  blood  in  excess  of  the  cost  to 
itself,  the  excess  amount  will  be  deducted  from  any  payments  that 
would  otherwise  be  made  the  hospital.  Thus  the  hospital  would 
not  make  a  profit  on  the  blood  for  which  it  charges  a  hospital  in- 
surance beneficiary. 

2210.  Hospital  insurance  benefits  may  ordinarily  be  paid  for 

UP   TO    90   DAYS   OF   INPATIENT   HOSPITAL   CARE   during   Cach    "spcll   of 

illness."  The  number  of  days  covered  may  be  less  than  90  if: 

A.  At  the  time  of  the  patient's  admission,  there  was  in  effect  a 
decision  that  the  hospital  was  not  making  timely  utilization 
review  of  long-stay  cases  (§  2211);  or 

B.  The  hospital  furnishes  services  for  more  than  3  days  after  it 
receives  notice  of  a  finding  that  the  patient's  further  stay  is 
not  medically  necessary   (§  2212);  or 

C.  The  patient  was  already  an  inpatient  of  a  psychiatric  or  tuber- 
culosis hospital  at  the  time  he  became  entitled  to  hospital 
insurance  protection   (§  2213);  or 

D.  The  patient  is  subject  to  the  190-day  lifetime  maximum  for 
inpatient  psychiatric  hospital  services   (§  2214). 
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2211.  If  there  was  in  effect  a  decision  that  the  hospital  was 
NOT  MAKING  TIMELY  UTILIZATION  REVIEW  of  long-stay  cascs,  at  the 
time  the  patient  was  admitted,  then  hospital  insurance  benefits  may 
be  paid  for  no  more  than  20  days  of  continuous  inpatient  services  in 
that  hospital.  This  is  so  even  though  the  patient  is  ordinarily  eligible 
for  90  days'  inpatient  hospital  care  in  a  "spell  of  illness." 

2212.  If  THE  PHYSICIAN  MEMBERS  OF  THE  APPROPRIATE  UTILIZATION 
REVIEW    COMMITTEE    FIND   THAT   A   FURTHER   STAY    IS   NOT   MEDICALLY 

NECESSARY,  payment  of  hospital  benefits  will  be  limited  to  inpatient 
hospital  services  furnished  before  the  fourth  day  following  the  day 
the  hospital  receives  notice  of  the  finding.  Payments  will  be  so 
limited  even  though  a  patient  is  ordinarily  eligible  for  90  days'  care 
in  a  "spell  of  illness." 

2213.  If  a  person  was  a  psychiatric  or  tuberculosis  hospital 
inpatient  in  the  90-day  period  before  he  became  entitled  to  hos- 
pital insurance  protection,  the  days  on  which  he  received  such  care 
must  be  counted  in  determining  the  90-day  limitation  to  that  "spell 
of  illness."  This  provision  is  in  keeping  with  the  intent  that  hospital 
insurance  benefits  be  paid  only  for  active  treatment  and  not  for 
custodial  care;  some  psychiatric  and  tuberculosis  patients  may  have 
been  institutionalized  for  many  years  before  becoming  entitled  to 
hospital  insurance  protection. 

If  a  person  was  a  patient  in  a  general  hospital  in  the  3-month 
period  before  he  became  entitled  to  hospital  insurance  protection, 
such  care  will  not  count  towards  the  90-day  "spell  of  illness" 
maximum. 

2214.  There  is  a  190-day  lifetime  maximum  limit  on  inpatient 
PSYCHIATRIC  HOSPITAL  SERVICES.  Evcu  though  hospital  iiisurancc 
benefits  may  ordinarily  be  paid  for  up  to  90  days  of  inpatient  hos- 
pital services  in  each  "spell  of  illness,"  they  may  be  payable  for  less 
than  90  days  or  not  at  all  if  a  patient  has  used  up  part  or  all  of  his 
190  days  of  inpatient  psychiatric  hospital  services  in  his  lifetime. 
However,  days  on  which  an  individual  was  a  psychiatric  hospital 
inpatient,  which  were  prior  to  the  first  day  on  which  he  was  en- 
titled to  hospital  insurance  protection,  are  not  counted  in  determin- 
ing this  190-day  limitation.  Also,  days  on  which  he  received  psychiat- 
ric services  as  an  inpatient  of  a  general  hospital  are  not  counted. 

2215.  Inpatient  hospital  services  count  toward  the  90-day 
maximum  in  a  "spell  of  illness"  (and  toward  the  190-day  lifetime 
limit  on  inpatient  psychiatric  hospital  services)  if: 
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A.  Hospital  benefits  are  paid  for  the  services;  or 

B.  Hospital  benefits  would  be  paid  for  the  services  if  a  request 
for  payment  were  properly  filed  and  the  services  were  certi- 
fied by  a  physician  to  be  necessary. 

2216.  Hospital  insurance  benefits  may  be  paid  for  covered 
ITEMS  AND  SERVICES  furnishcd  by  a  hospital.  The  hospital  may  be 
paid,  on  the  patient's  behalf,  for  the  following  items  and  services 
ordinarily  furnished  by  a  hospital  for  the  care  and  treatment  of  an 
inpatient:  ^ 

A.  Hospital  room  and  board   (§  2217);  and 

B.  Nursing  services  and  related  services  (except  for  private  duty 
nursing);  and 

C.  Use  of  hospital  facilities;  and 

D.  Medical  social  services;  and 

E.  Drugs,  biologicals,  supplies,  appliances,  and  equipment  (§ 
2218);  and 

F.  Other  diagnostic  or  therapeutic  items  or  services;  and 

G.  Medical  services  provided  by  an  intern  or  a  resident-in-train- 
ing under  certain  approved  teaching  programs  (§  2219). 

Hospital  insurance  benefits  may  be  paid  to  a  hospital,  on  a  pa- 
tient's behalf,  not  only  for  items  and  services  which  the  hospital  itself 
furnishes  but  also  for  items  and  services  furnished  by  other  parties 
(except  physicians)  under  arrangements  that  call  for  billing  to  be 
through  the  hospital  exclusively. 

2217.  Benefits  may  be  paid  for  hospital  room  and  board.  The 
reasonable  cost  of  room  and  board  is  covered  in  full  in  semi-private 
accommodations  (two  to  four  beds).  Payment  may  also  be  made  for 
private  accommodations  where  their  use  is  medically  indicated.  This 
may  be  the  case,  for  instance,  where  the  patient's  condition  requires 
that  he  be  isolated  because  he  has  a  communicable  disease.  Where 
private  accommodations  are  furnished  merely  for  the  patient's  com- 
fort, however,  the  benefit  payments  will  be  limited  to  the  equivalent 
of  the  reasonable  cost  of  semi-private  accommodations;  the  patient 
will  be  responsible  for  the  additional  charges  for  the  private  room. 

2218.  Benefits  may  be  paid  for  drugs,  biologicals,  supplies,  ap- 
pliances AND  equipment  furnishcd  to  a  hospital  inpatient.  The  hos- 
pital may  be  paid,  on  the  patient's  behalf,  if  the  above  items  are  fur- 
nished for  use  in  the  hospital  and  they  are  of  a  type  which  the  hos- 
pital ordinarily  furnishes  for  the  care  and  treatment  of  its  inpatients. 
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Payment  may  be  made  for  drugs  and  biologicals  which  are  listed, 
or  approved  for  listing,  in  the  United  States  Pharmacopoeia,  the  Na- 
tional Formulary,  the  United  States  Homeopathic  Pharmacopoeia, 
or  New  Drugs  or  Accepted  Dental  Remedies  (except  for  any  drugs 
or  biologicals  unfavorably  evaluated  therein).  These  publications 
have  been  compiled  and  are  maintained  by  the  professional  organi- 
zations concerned  with  the  proper  use  of  drugs.  In  addition,  pay- 
ment may  be  made  for  drugs  and  biologicals  approved  by  the 
pharmacy  and  drug  therapeutics  committee  (or  equivalent  commit- 
tee) of  the  medical  staff  of  the  hospital  furnishing  the  drugs  and 
biologicals  for  use  in  that  hospital. 

Payment  may  be  made  for  equipment,  supplies  and  appliances 
when  they  are  a  necessary  part  of  the  covered  inpatient  hospital 
services  a  patient  receives.  For  example,  a  hospital  could  be  paid,  on 
a  patient's  behalf,  for  furnishing  the  use  of  a  wheelchair,  crutches, 
or  prosthetic  appliances.  However,  benefits  cannot  be  paid  for 
items  supplied  at  the  request  of  the  patient  for  his  convenience, 
such  as  the  rental  of  a  television  or  radio  for  his  room. 
2219.  Hospital  insurance  benefits  cannot  ordinarily  be  paid 
FOR  medical  services.  Physiciau's  services  are  covered  under  the 
supplementary  medical  insurance  plan  (§  2402).  Thus,  hospital 
insurance  benefits  cannot  be  paid  for  the  services  of  certain  hospital- 
based  physicians  (radiologists,  anesthesiologists,  pathologists,  and 
physiatrists)  even  if  it  is  the  hospital  that  bills  the  patient  for  these 
services.  But  the  services  of  nonphysician  technicians  who  aid  such 
physicians  are  covered  by  the  hospital  insurance  plan. 

Hospital  insurance  benefits  may  be  paid  to  a  hospital,  however, 
for  medical  services  provided  by  medical  and  dental  interns  and 
residents-in-training  under  professionally  approved  teaching  pro- 
grams. Hospital  insurance  benefits  may  be  paid  for  ser^dces  pro- 
vided by: 

A.  An  intern  or  resident-in-training  under  a  teaching  program 
approved  by  the  Council  on  Medical  Education  of  the  Ameri- 
can Medical  Association;  or,  in  the  case  of  an  osteopathic 
hospital,  approved  by  the  Committee  on  Hospitals  of  the 
Bureau  of  Professional  Education  of  the  American  Osteo- 
pathic Association;  or 

B.  An  intern  or  resident-in-training  in  the  field  of  dentistrv  un- 
der a  teaching  program  approved  by  the  Council  on  Dental 
Education  of  the  American  Dental  Association. 

In  certain  circumstances,  benefits  for  the  services  of  these  interns 
and  residents-in-training  may  also  be  paid,  on  a  patient's  behalf,  to 
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an  extended  care  facility  (§  2234(F))  or  to  a  home  health  agency 
(§  2243  (F)). 

2220.  A  WRITTEN  REQUEST  FOR  PAYMENT  must  be  filed  for  benefits 
to  be  paid,  on  a  patient's  behalf,  for  inpatient  hospital  services.  For 
this  purpose,  Form  SSA-1458  (Inpatient  Hospital  Admission  and 
Billing)  has  been  designed  for  use  by  general  hospitals.  Form  SSA- 
1485  (Inpatient  Psychiatric  or  Tuberculosis  Hospital  Admission 
and  Billing)  has  been  designed  for  those  hospitals.  The  request-for- 
payment  part  of  the  form  must  be  signed  by  the  patient  or  by  another 
person  qualified  to  sign  on  his  behalf.  Normally,  the  appropriate 
form  will  be  forwarded  by  the  hospital  to  an  intermediary,  such 
as  Blue  Cross  or  a  private  insurance  company,  rather  than  to  the 
Social  Security  Administration.  As  indicated  in  §  2221  below,  a 
physician  must  certify  that  the  inpatient  hospital  services  were 
medically  necessary. 

2221.  A  physician's  certification  that  inpatient  hospital  SERV- 
ICES WERE  MEDICALLY  NECESSARY  is  required.  For  hospital  benefits  to 
be  paid,  a  physician  must  certify  (and  recertify  as  explained  below) 
to  the  following: 

A.  In  the  case  of  inpatient  services  in  a  general  hospital,  that  the 
patient  required  services  on  an  inpatient  basis  for  purposes 
of  medical  treatment,  or  that  inpatient  diagnostic  study  was 
medically  necessary;  or 

B.  In  the  case  of  inpatient  psychiatric  hospital  services,  that  the 
patient  required  services  on  an  inpatient  basis,  by  or  under 
the  supervision  of  a  physician,  for  purposes  of  psychiatric 
treatment  and  that: 

1.  The  psychiatric  treatment  could  reasonably  be  expected  to 
improve  the  condition  for  which  the  treatment  was  neces- 
sary; or 

2.  Inpatient  diagnostic  study  was  medically  required;  or 

C.  In  the  case  of  inpatient  tuberculosis  hospital  services,  that  the 
patient  required  services  on  an  inpatient  basis,  by  or  under 
the  supervision  of  a  physician,  for  the  treatment  of  tuber- 
culosis; and  that  the  treatment  could  be  reasonably  expected 
to  improve  the  condition  or  render  it  noncommimicable. 

Where  inpatient  hospital  services  are  furnished  for  more  than  a 
specified  number  of  days,  a  physician  must  recertify  to  the  need  for 
continued  services  with  such  frequency  as  regulations  may  require. 
Where  inpatient  services  have  been  furnished  for  more  than  20  con- 
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secutive  days,  however,  the  law  requires  that  the  first  recertification 
be  made  no  later  than  the  20th  day  after  the  services  began.  The 
recertification  must  be  accompanied  by  such  supporting  material  as 
regulations  may  require. 

Sometimes  a  physician's  certification  (or  recertification)  may  be 
delayed— when,  for  example,  the  patient  was  not  aware  at  the  time 
he  received  inpatient  services  that  hospital  insurance  benefits  could 
be  paid.  Delayed  certifications  may  be  accepted  in  lieu  of  timely  ones 
if  they  are  accompanied  by  such  medical  and  other  evidence  as  may 
be  required  by  regulations. 

The  special  certification  requirements  for  psychiatric  and  tuber- 
culosis hospital  services  ( (B)  and  (C)  above)  recognize  that  the  care 
in  such  hospitals  is  sometimes  merely  custodial.  The  law  intends  that 
hospital  benefits  be  paid  only  for  active  care  intended  to  improve 
a  patient's  condition.  Thus,  in  addition  to  the  special  physician 
certification  requirement,  the  law  includes  special  conditions  for  the 
participation  of  psychiatric  and  tuberculosis  hospitals.  These  hos- 
pitals must  maintain  clinical  records  sufficient  to  permit  a  determi- 
nation on  the  degree  and  intensity  of  the  treatment  furnished  and 
meet  staffing  requirements  found  necessary  for  carrying  out  an  active 
treatment  program.  (See  §§  2224  and  2225.) 

2222.  Hospital  insurance  benefits  may  ordinarily  be  paid  only 
TO  A  PARTICIPATING  HOSPITAL.  Thus,  wheu  arrangements  are  being 
made  for  his  hospital  care,  a  person  protected  by  hospital  insurance 
will  want  to  know  whether  the  hospital  is  participating  in  the  plan. 
If  he  does  not  know,  he  can  find  out  from  his  physician  or  other 
person  making  the  arrangements,  his  social  security  district  office, 
or  the  hospital  itself.  It  is  expected  that  most  hospitals  will  be  par- 
ticipating. 

A  participating  hospital  is  one  which  has: 

A.  Filed  a  request  for  a  determination  of  eligibility;  and 

B.  Been  determined  to  meet  certain  conditions  for  participation: 

1.  In  the  case  of  a  general  hospital,  the  conditions  in  §  2223; 
or 

2.  In  the  case  of  a  psychiatric  hospital,  the  conditions  in  § 
2224;  or 

3.  In  the  case  of  a  tuberculosis  hospital,  the  conditions  in 
§  2225;  and 

C.  Agreed  to  charge  beneficiaries  only  for  deductibles,  coinsur- 
ance, and  other  allowable  amounts  (§  2259);  and 

D.  Agreed  to  refund  any  amoiuits  incorrectly  collected;  and 
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E.  Agreed  to  furnish  services  without  regard  to  race,  color,  or 
national  origin  in  compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964. 

Hospital  insurance  benefits  may  be  paid,  on  a  patient's  behalf, 
to  a  non-participating  hospital  only  for  certain  emergency  services 
(§  2226).  Under  special  circumstances,  hospital  insurance  benefits 
may  also  be  paid  to  a  hospital  outside  the  U.S.  for  emergency  in- 
patient services  (^  2227).  (A  hospital  must  be  participating  to  re- 
ceive payment  of  the  supplementary  medical  insurance  benefits  dis- 
cussed in  chapter  24.) 

2223.  A  GENERAL  HOSPITAL  MUST  MEET  CERTAIN  CONDITIONS  TO  PAR- 
TICIPATE in  the  social  security  health  insurance  plans.  It  must  be  an 
institution  which  is  primarily  engaged  in  providing,  by  or  under 
the  supervision  of  physicians,  medical  diagnostic  and  therapeutic 
services  or  rehabilitation  services  to  inpatients.  As  used  in  this  chap- 
ter, the  term  "general  hospital"  does  not  include  any  institution 
which  is  primarily  for  the  care  and  treatment  of  mental  diseases  or 
tuberculosis. 

If  a  general  hospital  is  accredited  by  the  Joint  Commission  on 
Accreditation  of  Hospitals  (JCAH)  it  will  generally  be  considered 
to  meet  all  the  conditions  for  participation  except  for  the  utiliza- 
tion review  requirement  in  (G)  below.  (There  is  an  exception  to  this 
where  a  State  requests  the  Secretary  to  set  higher  standards,  as  ex- 
plained below.)  Accreditation  by  the  American  Osteopathic  Associa- 
tion, or  any  other  national  accrediting  body  may  also,  if  it  is  reason- 
able to  do  so,  be  accepted  as  evidence  that  a  general  hospital  meets 
some  or  all  of  the  conditions  for  participation. 

For  an  unaccredited  general  hospital  to  be  eligible  for  participa- 
tion it  must  first  be  a  "general  hospital"  as  explained  in  the  first 
paragraph.  It  must  also: 

A.  Maintain  clinical  records  on  all  patients;  and 

B.  Have  an  organized  staff  of  physicians,  with  bylaws  in  effect; 
and 

C.  Require  that  every  patient  be  under  the  care  of  a  physician; 
and 

D.  Provide  24-hour  nursing  services,  rendered  or  supervised  by  a 
registered  professional  nurse,  with  a  registered  nurse  or  a 
licensed  practical  nurse  on  duty  at  all  times;  and 

E.  Where  State  or  local  la^v  requires  licensing,  be  either  licensed 
or  approved  by  the  appropriate  licensing  agency  as  meeting 
the  licensing  standards;  and 
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F.  Meet  such  other  conditions  relating  to  the  health  and  safety 
of  beneficiaries  as  the  Secretary,  after  appropriate  consulta- 
tion, may  find  necessary.  These  conditions,  however,  may 
not  be  higher  than  comparable  ones  prescribed  by  the  JCAH 
for  accreditation  except  where  a  State  requests  higher  stand- 
ards as  explained  below;  and 

G.  Have  in  effect  a  utilization  review  plan  which  meets  the  re- 
quirements of  the  law. 

The  recommendation  whether  a  hospital  meets  the  conditions  for 
participation  will  generally  be  made  by  a  State  agency  (usually  a 
public  health  agency)  acting  under  an  agreement  with  the  Secretary 
(see  §  2263). 

A  State  may  request  the  Secretary  to  set  higher  standards  for  hos- 
pitals within  its  borders  than  are  set  for  other  States.  In  addition, 
stricter  conditions  must  be  set  up  for  hospitals  within  a  State's  bor- 
ders if  the  State  specifies  such  conditions  under  its  Federal-State 
medical  assistance  program. 

2224.     A  PSYCHIATRIC  HOSPITAL  MUST  MEET  CERTAIN  CONDITIONS  TO 

PARTICIPATE  in  the  social  security  health  insurance  plans.  A  psy- 
chiatric hospital  is  an  institution  which  is  primarily  engaged  in 
providing,  by  or  under  the  supervision  of  a  physician,  psychiatric 
services  for  the  diagnosis  and  treatment  of  mentally  ill  persons. 

For  a  psychiatric  hospital  to  be  eligible  for  participation,  it  must 
first  be  a  "psychiatric  hospital"  as  explained  in  the  first  paragraph. 
It  must  also: 

A.  Maintain: 

1.  Clinical  records  on  all  patients;  and 

2.  Such  records  as  the  Secretary  finds  necessary  to  be  able  to 
determine  the  degree  and  intensity  of  treatment  of  persons 
protected  by  the  hospital  insurance  plan;  and 

B.  Meet  those  conditions  for  participation  of  a  general  hospital 
specified  in  §  2223   (B)  through   (G);  and 

C.  Meet  such  staffing  requirements  as  the  Secretary,  after  ap- 
propriate consultation,  considers  necessary  for  it  to  provide 
active  treatment;  and 

D.  Be  accredited  by  the  JCAH. 

In  the  case  of  a  psychiatric  hospital  which  provides  both  active 
and  custodial  care,  the  distinct  part  which  provides  active  care  may 
qualify  for  participation  if  it  meets  the  records  and  staffing  condi- 
tions in  (A)  and  (C)  above  and  either  the  institution  is  accredited 
by  JCAH  or.  if  it  is  unaccredited,  the  distinct  part  meets  require- 
354 


ments  equivalent  to  such  accreditation  requirements  as  determined 
by  the  Secretary.  See  §  2221  for  a  further  explanation  of  the  special 
records  and  staffing  requirements  for  psychiatric  hospitals. 

The  recommendation  whether  a  psychiatric  hospital  meets  the 
conditions  for  participation  will  generally  be  made  by  a  State  agency 
—usually  a  public  health  agency— acting  under  agreement  with  the 
Secretary   (see  §  2263). 

2225.  A  TUBERCULOSIS  HOSPITAL  MUST  MEET  CERTAIN  CONDITIONS  TO 

PARTICIPATE  in  the  social  security  health  insurance  plans.  A  tubercu- 
losis hospital  is  an  institution  which  is  primarily  engaged  in  provid- 
ing, by  or  under  the  supervision  of  a  physician,  medical  services  for 
the  diagnosis  and  treatment  of  tuberculosis. 

For  a  tuberculosis  hospital  to  be  eligible  for  participation,  it  must 
first  be  a  "tuberculosis  hospital"  as  explained  in  the  first  paragraph. 
It  must  also: 

A.  Maintain: 

1.  Clinical  records  on  all  patients;  and 

2.  Such  other  records  as  the  Secretary  finds  necessary  to  be 
able  to  determine  the  degree  and  intensity  of  treatment 
of  persons  protected  by  the  hospital  insurance  plan;  and 

B.  Meet  those  conditions  for  participation  of  a  general  hospital 
specified  in  §  2223  (B)  through  (G);  and 

C.  Meet  such  staffing  requirements  as  the  Secretary,  after  ap- 
propriate consultation,  considers  necessary  for  it  to  provide 
active  treatment;  and 

D.  Be  accredited  by  the  JCAH. 

In  the  case  of  a  tuberculosis  hospital  which  provides  both  active 
and  custodial  care,  the  distinct  part  which  provides  active  care  may 
qualify  for  participation  if  it  meets  the  records  and  staffing  condi- 
tions in  (A)  and  (C)  above  and  either  the  institution  is  accredited 
by  JCAH  or,  if  it  is  not  accredited,  the  distinct  part  meets  require- 
ments equivalent  to  such  accreditation  requirements  as  determined 
by  the  Secretary.  See  §  2221  for  a  further  explanation  of  the  special 
records  and  staffing  requirements  for  tuberculosis  hospitals. 

The  recommendation  whether  a  tuberculosis  hospital  meets  the 
conditions  for  participation  will  generally  be  made  by  a  State  agency 
—usually  a  public  health  agency— acting  under  agreement  with  the 
Secretary   (see  §  2263). 

2226.  Hospital  insurance  benefits  may  be  paid  to  a  non-par- 
ticipating GENERAL  HOSPITAL  in  the  U.S.  for  inpatient  services   (or 
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for  outpatient  hospital  diagnostic  services— §  2256)  it  furnishes  to  a 
person  protected  by  the  hospital  insurance  plan,  but  only  for 
emergency  services  and  only  if  the  conditions  in  (A)-  (C)  below  are 
met.  The  hospital  will  be  paid  on  the  basis  of  reasonable  cost  as 
if  it  were  a  participating  hospital. 

Benefits  may  be  paid  if  the  non-participating  general  hospital: 

A.  Meets  all  the  conditions  for  participation  in  §  2223  except 
for  the  utilization  review  requirement  in  §  2223  (G)  and,  if 
any,  additional  requirements  prescribed  by  the  Secretary  as 
described  in  §  2223  (F);  and 

B.  Agrees  not  to  charge  the  hospital  insurance  beneficiary  except 
for  deductibles,  coinsurance,  and  the  other  amounts  that  may 
properly  be  charged  by  a  participating  hospital;  and 

C.  Agrees  to  refund  any  amounts  incorrectly  collected. 

Hospital  insurance  benefits  may  also  be  paid  to  a  non-participa- 
ting psychiatric  or  tuberculosis  hospital  for  emergency  services,  but 
only  if  it  meets  all  the  conditions  of  participation  for  such  a  hospital. 

2227.  Hospital  benefits  may  be  paid  to  a  general  hospital  lo- 
cated OUTSIDE  THE  UNITED  STATES  for  inpatient  services  it  furnishes 
to  a  person  protected  by  the  hospital  insurance  plan,  but  only  for 
emergency  services  and  only  if  the  conditions  in  (A)-  (C)  below  are 
met. 

Benefits  may  be  paid  if: 

A.  The  patient  was  physically  present  in  the  U.S.  when  the  emer- 
gency occurred;  and 

B.  The  foreign  hospital  was  closer,  or  substantially  more  acces- 
sible, than  the  nearest  U.S.  hospital  which  was  adequately 
equipped  to  deal  with  and  available  for  treatment  of  the  pa- 
tient's injury;  and 

C.  The  foreign  hospital  meets  the  conditions  for  non-participa- 
ting U.S.  hospitals  in  §  2226  above. 

2228.  Guarantee  of  payment  provision.  In  certain  circumstances, 
benefits  may  be  paid  to  a  hospital,  on  a  patient's  behalf,  even  though 
the  patient  was  not  entitled  to  have  the  benefits  paid.  If  he  was  not 
entitled  because  he  had  already  used  up  his  90  days  of  inpatient  hos- 
pital services  in  that  "spell  of  illness,"  hospital  insurance  benefits 
may  be  paid  if  the  hospital  acted  in  good  faith  and  reasonably  as- 
sumed that  he  was  entitled.  This  also  applies  where  the  patient 
was  not  entitled  because  he  had  used  up  his  190-day  lifetime  maxi- 
mum of  psychiatric  hospital  services. 
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However,  payment  may  not  be  made  for  services  furnished  a  pa- 
tient after  the  sixth  day  (not  counting  Saturdays,  Sundays,  and  legal 
holidays)  after  the  day  he  was  admitted  or  after  receipt  of  notice  to 
the  hospital  of  his  lack  of  entitlement,  whichever  is  earlier.  Payments 
will  be  made  to  the  hospital  unless  it  elects  not  to  receive  them.  If 
the  hospital  has  already  been  paid  by  or  on  behalf  of  the  patient, 
such  payment  must  be  refunded  to  him. 

Note  that  this  guarantee  provision  applies  only  when  the  patient 
Avas  ineligible  because  he  had  used  up  his  90-day  or  190-day  maxi- 
mums. For  example,  there  is  no  guaranteed  payment  where  a  hos- 
pital admits  a  patient  entitled  to  a  retirement  insurance  benefit 
before  age  65  in  the  erroneous  belief  that  he  also  had  hospital  in- 
surance protection. 

See  §  2265  concerning  recovery  of  payments  made  under  this 
provision  from  social  security  cash  benefits  due  the  patient  or,  if  he 
dies,  from  survivor  benefits. 


2229.  Hospital  insurance  benefits  may  be  paid  for  post-hos- 
pital EXTENDED  CARE  SERVICES.  Care  in  an  extended  care  facility 
frequently  represents  the  next  appropriate  medical  step  after  a  pa- 
tient receives  intensive  care  in  a  hospital.  The  benefits  will  be  paid 
directly  to  the  facility  on  the  patient's  behalf.  In  most  cases,  the 
plan  will  pay  for  the  great  bulk  of  inpatient  extended  care  expenses 
which  an  eligible  patient  may  incur  in  a  "spell  of  illness"  after  he  is 
discharged  from  a  hospital.  However,  the  following  limitations  and 
conditions  for  payment  should  be  kept  in  mind: 

A.  Benefits  are  not  payable  for  extended  care  services  furnished 
before  January  1,  1967.  Note  that  this  date  is  later  than  the 
date  benefits  can  be  paid  for  the  other  types  of  services  dis- 
cussed in  this  chapter;  and 

B.  Benefits  may  be  paid  only  if  the  patient  is  admitted  to  the  ex- 
tended care  facility  within  14  days  after  discharge  from  a  hos- 
pital and  certain  other  conditions  are  met    (§  2230);  and 

C.  The  patient  may  be  responsible  for  a  coinsurance  amount  and 
certain  other  charges   (§  2231);  and 

D.  The  plan  ordinarily  covers  up  to  100  days  of  inpatient  ex- 
tended care  services  in  any  one  "spell  of  illness";  in  certain 
circumstances,  it  may  cover  less  than  100  days   (§  2233);  and 

E.  Benefits  may  be  paid  only  for  those  extended  care  services  that 
are  covered  by  the  plan  (§  2234);  and 

F.  A  written  request  for  payment  must  be  filed.  This  request 
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must  be  signed  by  the  patient  or  by  someone  qualified  to  sign 

on  his  behalf  (§  2235);  and 
G.    A  physician  must  certify  to  the  need  for  inpatient  extended 

care  services  (§  2236);  and 
H.    Benefits  may  be  paid  only  to  an  extended  care  facility  that  is 

participating  in  the  hospital  insurance  plan    (§  2237). 

2230.  The  patient  must  have  been  hospitalized  before  his  ad- 
mission TO  THE  EXTENDED  CARE  FACILITY.  Benefits  may  be  paid  only 
for  extended  care  services  which  are  based  on  a  hospitalization  which 
ended  on  or  after  the  first  day  of  the  month  in  which  the  patient  at- 
tained age  65.  In  addition,  benefits  may  not  be  paid  based  on  a 
hospitalization  where  the  patient  was  discharged  from  the  hospital 
before  July  1,  1966.  For  hospital  insurance  benefits  to  be  paid  for 
extended  care  services: 

A.  The  patient  must  be  admitted  to  the  extended  care  facility 
within  14  days  after  his  discharge  from  the  hospital;  and 

B.  He  must  have  been  a  hospital  inpatient  on  at  least  3  consecu- 
tive days  before  being  discharged  from  the  hospital;  and 

C.  The  illness  for  which  he  is  receiving  extended  care  services  is 
an  illness  for  which  he  was  previously  receiving  inpatient 
hospital  services,  or  an  illness  which  he  subsequently  de- 
veloped while  in  the  extended  care  facility. 

Immediate  transfer  from  a  hospital  to  an  extended  care  facility 
is  not  required.  In  some  cases,  for  example,  the  need  for  serxices 
in  an  extended  care  facility  may  become  apparent  only  after  an 
unsuccessful  trial  at  convalescent  care  in  the  patient's  home.  Simi- 
larly, if  a  patient  is  discharged  from  an  extended  care  facility,  bene- 
fits may  be  paid  if  he  is  readmitted  (or  admitted  to  any  participating 
extended  care  facility)  within  14  days  of  such  discharge.  However, 
benefits  may  not  be  paid  on  his  behalf  if  he  is  readmitted  after 
more  than  14  days  have  elapsed  even  though  he  has  used  less  than 
100  days  of  extended  care  services  in  that  "spell  of  illness." 

2231.  Hospital  insurance  benefits  may  be  paid  for  most  of  the 
reasonable  cost  of  inpatient  services  in  an  extended  care  fa- 
CILITY incurred  in  any  "spell  of  illness."  However,  payments  for 
extended  care  services  are  subject  to  coinsurance  and  deductibles. 
An  extended  care  facility  may  charge  a  beneficiary  for: 

A.  A  $5  a  day  coinsurance  amount  after  he  has  been  in  the  ex- 
tended care  facility  for  20  days.  This  coinsurance  amount  may 
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be  changed  for  "spells  of  illness"  beginning  after  1968    (§ 
2232);  and 

B.  The  first  3  pints  of  whole  blood  furnished  to  him.  However, 
the  patient  is  not  responsible  if  this  deductible  has  already 
been  imposed  in  the  "spell  of  illness"  in  connection  with  the 
payment  of  benefits  for  inpatient  hospital  services  (see  § 
2209);  and 

C.  Charges  for  items  and  services  not  covered  by  the  hospital 
insurance  plan. 

2232.  The  extended  care  service  coinsurance  amount  is  $5  a 
day  for  any  "spell  of  illness"  beginning  before  1969.  But  the  patient 
can  be  responsible  for  this  coinsurance  only  after  he  has  been  in  an 
extended  care  facility  for  20  days.  In  other  words,  the  extended  care 
facility  may  charge  him  $5  a  day  towards  the  costs  of  his  inpatient 
extended  care  services  for  the  21st  through  the  1 00th  day,  inclusive. 

The  extended  care  coinsurance  amount  is  set  by  law  as  one-eighth 
of  the  inpatient  hospital  deductible.  Thus,  for  "spells  of  illness"  be- 
ginning after  1968  it  may  be  adjusted  to  reflect  any  change  in  the 
inpatient  hospital  deductible  (see  §  2207). 

2233.  Hospital  insurance  benefits  can  be  paid  for  up  to  100 
days  of  post-hospital  extended  care  services  during  each  "spell 
of  illness."  However,  the  number  of  days  covered  may  be  less  than 
100  if: 

A.  At  the  time  of  the  patient's  admission,  there  was  in  effect  a 
decision  that  the  extended  care  facility  was  not  making  timely 
utilization  review  of  long-stay  cases.  In  this  case,  benefits 
may  not  be  paid  beyond  a  prescribed  length  of  stay;  or 

B.  The  extended  care  facility  furnishes  services  for  more  than  3 
days  after  it  receives  notice  of  a  finding  by  the  physician  mem- 
bers of  the  appropriate  utilization  review  committee  that  the 
patient's  further  stay  is  not  medically  necessary.  In  this  case, 
benefit  payments  will  be  limited  to  services  furnished  before 
the  fourth  day  following  the  day  the  extended  care  facility 
receives  the  notice. 

Extended  care  services  count  toward  the  100-day  maximum  in  a 
"spell  of  illness"  if  benefits  are  paid  for  the  services,  or  benefits 
would  be  paid  if  a  request  for  payment  were  properly  filed  and  the 
services  were  certified  by  a  physician  to  be  necessary. 

2234.  Hospital  insurance  benefits  may  be  paid  for  covered 
items  and  services  furnished  by  an  extended  care  facility.  The  fa- 
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cility  may  be  paid,  on  the  patient's  behalf,  for  the  following  items 
and  services  ordinarily  furnished  by  an  extended  care  facility  for 
the  care  and  treatment  of  an  inpatient: 

A.  Extended  care  facility  room  and  board.  The  plan  covers  the 
reasonable  cost  of  semi-private  accommodations  (two  to  four 
beds)  and  may  cover  the  cost  of  private  accommodations 
where  their  use  is  medically  indicated   (see  §  2217);  and 

B.  Nursing  care  provided  by  or  under  the  supervision  of  a  regis- 
tered professional  nurse   (but  not  private-duty  nursing);  and 

C.  .  Physical,  occupational,  or  speech  therapy  furnished  by  the  fa- 

cility or  by  others  under  arrangements  made  by  the  facility; 
and 

D.  Medical  social  services;  and 

E.  Drugs,  biologicals,  supplies,  appliances,  and  equipment  fur- 
nished for  use  in  the  extended  care  facility;  and 

F.  Medical  services  provided  by  interns  or  residents-in-training 
of  a  hospital,  with  which  the  extended  care  facility  has  an 
agreement  for  the  transfer  of  patients  and  the  exchange  of 
clinical  records.  The  intern  or  resident-in-training  must  be 
under  a  teaching  program  of  the  hospital  approved  in  ac- 
cordance with  §  2219;  and 

G.  Diagnostic  or  therapeutic  services  provided  by  a  hospital  with 
which  the  extended  care  facility  has  an  agreement  for  the 
transfer  of  patients  and  the  exchange  of  clinical  records;  and 

H.  Other  services  necessary  to  the  health  and  care  of  patients 
that  are  generally  provided  by  extended  care  facilities. 

Payment  may  not  be  made  to  an  extended  care  facility,  however, 
lor  any  item  or  service  that  would  not  be  paid  for  as  an  inpatient 
hospital  service  if  furnished  by  a  hospital  (e.g.,  for  a  television, 
radio,  or  telephone  in  the  patient's  room).  In  addition,  benefits 
may  not  be  paid  to  a  facility  for  items  and  services  not  generally 
provided  in  extended  care  facilities.  It  may  not  be  paid,  for  example, 
for  furnishing  the  use  of  an  operating  room  because  operating  rooms 
are  not  generally  maintained  as  part  of  extended  care  facilities. 

Where  services  are  furnished  by  others  (as  in  (C)  above)  under 
arrangements  made  by  the  extended  care  facility,  it  can  be  paid  only 
if  the  arrangements  call  for  the  billing  to  be  exclusively  through 
the  facility. 

2235.  A  WRITTEN  REQUEST  FOR  PAYMENT  must  be  filed  for  hospital 
insurance  benefits  to  be  paid  for  extended  care  services.  Form  SSA- 
1478    (Extended  Care  Admission  and  Billing)  has  been  especially 
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designed  for  this  purpose.  The  request-for-payment  part  of  this  form 
must  be  signed  by  the  patient  (or  by  another  person  qualified  to 
sign  on  his  behalf).  Normally,  the  SSA-1478  will  be  forwarded  by 
the  extended  care  facility  to  an  intermediary  such  as  Blue  Cross 
or  a  private  insurance  company,  rather  than  to  the  Social  Security 
Administration.  As  indicated  in  §  2236  below,  a  physician  must 
certify  that  the  extended  care  services  were  medically  necessary. 

2236.  A  physician's  certification  that  post-hospital  extended 
CARE  SERVICES  WERE  MEDICALLY  NECESSARY  is  required.  For  benefits 
to  be  paid,  a  physician  must  certify  (and  recertify  as  explained 
below)  that  the  patient  needed  skilled  nursing  care  on  a  continuing 
inpatient  basis  for: 

A.  A  condition  for  which  he  had  previously  been  receiving  in- 
patient hospital  services  before  his  admission  to  the  extended 
care  facility;  or 

B.  Another  condition  which  arose  after  his  admission,  and  while 
he  was  still  a  patient  in  the  extended  care  facility  for  treat- 
m^ent  of  a  condition  for  which  he  had  received  inpatient 
hospital  services. 

Where  post-hospital  extended  care  services  are  furnished  for  a 
long  period  of  time,  a  physician  may  be  required  to  recertify  to  the 
need  for  the  services  with  such  frequency  as  regulations  may  pre- 
scribe. The  recertification  must  be  accompanied  by  such  supporting 
material  as  may  be  required  by  regulations. 

These  certification  and  recertification  requirements  will  be  satis- 
fied where  the  physician  makes  the  appropriate  certification  at  a 
date  later  than  ordinarily  required,  if  it  is  accompanied  by  such 
medical  and  other  evidence  that  is  required  by  regulations. 

2237.  Hospital  insurance  benefits  may  be  paid  only  to  a  par- 
ticipating EXTENDED  CARE  FACILITY.  Thus,  if  a  patient  does  not 
know  whether  a  facility  is  participating,  he  will  want  to  find  out 
from  his  physician,  his  social  security  district  office,  or  the  facility 
itself  when  arrangements  are  being  made  for  his  care. 

A  participating  extended  care  facility  is  one  which  has: 

A.  Filed  a  request  for  a  determination  of  eligibility;  and 

B.  Been  determined  to  meet  the  conditions  for  participation  in 
§  2238;  and 

C.  Agreed  to  charge  hospital  insurance  beneficiaries  only  for 
deductibles,  coinsurance  and  other  allowable  amounts  (§ 
2259);  and 
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D.  Agreed  to  refund  any  amounts  incorrectly  collected;  and 

E.  Agreed  to  furnish  services  without  regard  to  race,  color,  or 
national  origin  in  compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964. 

2238.  An  extended  care  facility  must  meet  certain  conditions 
TO  participate  in  the  hospital  insurance  plan.  It  must  be  primarily 
engaged  in  providing  skilled  nursing  care  and  related  services,  or  re- 
habilitation services  to  inpatients.  It  can  be  an  institution,  such  as 
a  skilled  nursing  home,  or  it  can  be  a  distinct  part  of  an  institution, 
such  as  a  ward  or  wing  of  a  hospital  or  a  section  of  an  old-age  home. 
But  an  institution  which  is  primarily  engaged  in  providing  care  for 
mental  illness  or  tuberculosis  is  not  eligible  to  participate  as  an 
extended  care  facility. 

To  be  eligible  for  participation,  the  institution  must  first  be  an 
"extended  care  facility"  as  explained  above.  It  must  also: 

A.  Have  a  transfer  agreement  with  one  or  more  participating 
hospitals   (but  see  §  2239  for  exception);  and 

B.  Have  policies  to  govern  the  skilled  nursing  care  and  related 
services  it  provides.  The  policies  must  have  been  developed 
with  the  advice  of,  and  be  periodically  reviewed  by,  a  pro- 
fessional group  including  one  or  more  physicians  and  one  or 
more  registered  professional  nurses;  and 

C.  Have  a  physician,  a  registered  professional  nurse,  or  a  medi- 
cal staff  responsible  for  the  execution  of  the  policies  in  (B) 
above;  and 

D.  Require  that  every  patient  must  be  under  the  care  of  a 
physician;  and 

E.  Have  a  physician  available  to  furnish  medical  care  in  case  of 
emergency;  and 

F.  Maintain  clinical  records  on  all  patients;  and 

G.  Provide  24-hour  nursing  service,  with  at  least  one  registered 
nurse  employed  full  time;  and 

H.    Have  appropriate  methods  and  procedures  for  handling  and 

administering  drugs  and  biologicals;  and 
I.      Have  a  utilization  review  plan  which  meets  the  requirements 

of  the  law;  and 
J.     Where  State  or  local  law  requires  licensing,  be  either  licensed 

or  approved  by  the  appropriate  licensing  agency  as  meeting 

the  licensing  standards;  and 
K.    Meet  such  other  conditions  relating  to  the  health  and  safety 

of  hospital  insurance  beneficiaries  and  to  its  physical  facilities 
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as   the   Secretary,  after  appropriate   consultation,   may   find 

necessary. 
The  above  conditions  are  designed  to  insure  that  hospital  insur- 
ance benefits  are  paid  only  for  care  in  an  institutional  setting  in 
which  high  quality  convalescent  or  rehabilitation  care  can  be  fur- 
nished. The  recommendation  whether  an  extended  care  facility 
meets  the  conditions  for  participation  will  generally  be  made  by  a 
State  agency  (usually  a  public  health  agency)  acting  under  an  agree- 
ment with  the  Secretary   (see  §  2263). 

2239.  An  extended  care  facility  must  have  a  transfer  agree- 
ment WITH  one  or  more  PARTICIPATING  HOSPITALS.  There  must  be  a 
written  agreement  betwen  the  hospital  and  the  facility  which  pro- 
vides reasonable  assurance  that: 

A.  Patients  will  be  transferred  between  the  institutions  when- 
ever the  attending  physician  determines  a  transfer  to  be 
medically  appropriate;  and 

B.  The  institutions  will  exchange  medical  and  other  information 
needed  to  care  for  patients  or  to  determine  whether  care  is 
necessary. 

If  a  hospital  and  an  extended  care  facility  are  under  common 
control  there  must  be  a  written  undertaking  by  the  controlling 
entity  which  provides  the  assurances  in  (A)  or  (B)  above. 

Where  an  extended  care  facility  has  attempted,  in  good  faith,  to 
arrange  a  transfer  agreement  with  one  or  more  nearby  hospitals,  but 
failed,  the  State  agency  may  waive  the  requirement  for  a  transfer 
agreement.  It  may  do  so  if  it  finds  that  the  facility's  participation 
in  the  hospital  insurance  plan  is  in  the  public  interest  and  essential 
to  assuring  extended  care  to  older  people  in  the  particular 
community. 

The  requirement  for  a  transfer  agreement  does  not  mean  that 
hospital  benefits  can  be  paid  only  when  a  patient  is  transferred  be- 
tween a  hospital  and  an  extended  care  facility  which  have  an  agree- 
ment. A  transfer  agreement  is  a  condition  for  participation  of  an 
extended  care  facility;  however,  a  facility  can  be  paid,  on  a  pa- 
tient's behalf,  even  if  it  admits  that  patient  after  a  stay  in  some  other 
cjualified  hospital  with  which  it  does  not  have  a  transfer  agreement. 


2240.  Hospital  insurance  benefits  may  be  paid  for  home 
HEALTH  services  fumishcd  after  discharge  from  a  hospital,  such  as 
the  services  of  a  visiting  nurse  or  physical  therapist.  The  benefits 
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will  be  paid  directly  to  the  home  health  agency  on  the  patient's  be- 
half. Home  health  services  will  generally  be  furnished  in  the  place  of 
residence  used  as  the  patient's  home,  including  a  rest  home  if  that 
is  where  he  lives.  However,  if  a  patient's  condition  requires  the  use 
of  equipment  that  cannot  ordinarily  be  taken  to  his  home,  then  out- 
patient services  at  a  hospital,  extended  care  facility,  or  rehabilita- 
tion center  can  be  paid  for  as  "home  health  services." 

Although  the  hospital  plan  will  ordinarily  pay  for  all  or  most 
of  the  expenses  for  home  health  services  incurred  by  an  eligible  per- 
son after  his  discharge  from  a  hospital,  the  following  limitations  and 
conditions  for  payment  should  be  kept  in  mind: 

A.  Benefits  are  not  payable  for  home  health  services  furnished 
before  July  1,  1966;  and 

B.  The  home  health  services  must  be  related  to  a  prior  hos- 
pitalization or  stay  in  an  extended  care  facility  (^  2241);  and 

C.  The  plan  covers  up  to  100  home  health  visits  within  a  1-year 
period  following  the  patient's  discharge  from  a  hospital  or 
extended  care  facility   (§  2242);  and 

D.  Benefits  may  be  paid  only  for  those  home  health  services  that 
are  covered  by  the  plan  (§  2243);  and 

E.  The  individual  must  be  under  the  care  of  a  physician  and  the 
other  conditions  in  §  2244  must  be  met;  and 

F.  A  written  request  for  payment  of  benefits  must  be  filed  (§ 
2246);  and 

G.  A  physician  must  certify  to  the  need  for  the  home  health 
services    (§  2247);  and 

H.  Benefits  may  be  paid  only  to  a  home  health  agency  that  is 
participating  in  the  social  security  health  insurance  plans  (§ 
2248). 

2241.  Prior  hospitalization  or  stay  in  an  extended  care  fa- 
cility IS  REQUIRED  for  hospital  insurance  benefits  to  be  paid,  on  a 
patient's  behalf,  for  home  health  services.  Benefits  may  be  paid  only 
for  home  health  services  which  are  based  on  a  hospitalization  which 
ended  on  or  after  the  first  day  of  the  month  in  ^vhich  the  patient 
attained  age  65.  In  addition,  benefits  may  not  be  paid  based  on  a 
hospitalization  where  the  patient  ^vas  discharged  from  the  hospital 
before  July  1,  1966.  The  home  health  services  must  be  furnished: 

A.  Within  1  year  of  the  patient's  most  recent  discharge  from  a 
hospital,  of  which  he  was  an  inpatient  at  least  3  consecutive 
days;  or 

B.  If  later,  within  1  year  of  his  most  recent  discharge  from  an 
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extended  care  facility,  of  whicfi  he  was  an  inpatient  entitled 
to  benefits  for  extended  care  services. 
In  addition,  the  conditions  in  §  2244  below  must  be  met. 

2242.  Hospital  insurance  benefits  may  be  paid  for  up  to  100 
HOME  HEALTH  VISITS  in  the  year  following  the  patient's  discharge 
from  a  hospital  or  extended  care  facility  and  before  the  beginning 
of  another  "spell  of  illness."  Ordinarily  one  visit  will  be  charged 
each  time  a  home  health  service  is  furnished  to  the  patient  by  home 
health  agency  personnel  (or  by  others  under  arrangements  made  by 
the  agency).  For  example,  a  visit  will  be  charged  each  time  a  thera- 
pist goes  to  the  patient's  home  to  furnish  speech  therapy.  If  a  pa- 
tient is  visited  by  a  speech  therapist  and  a  visiting  nurse  in  the  same 
day,  two  visits  will  be  charged.  Similarly,  if  the  patient  is  taken  to 
a  hospital  or  other  facility  to  receive  outpatient  therapy  that  can- 
not be  furnished  in  his  own  home  (e.g.,  hydrotherapy)  and  he  also 
receives  speech  therapy  and  other  services  while  there,  two  or  more 
visits  may  be  charged. 

If,  while  a  patient  is  being  given  a  service  at  an  outpatient  facility 
which  could  not  be  furnished  in  his  home,  another  service  is  pro- 
vided there  which  could  be  given  the  patient  if  he  was  at  home,  this 
second  service  may  be  paid  for  as  a  "home  health  visit."  Thus,  if  a 
patient  visits  a  hospital  for  hydrotherapy  and  receives  speech  therapy 
at  the  same  time,  the  speech  therapy  is  covered  since  the  patient  has 
to  be  at  the  hospital  anyway. 

Post-hospital  home  health  visits  count  toward  the  100-visit  maxi- 
mum if  benefits  are  paid  for  the  services  or  benefits  would  be  paid 
if  a  request  for  payment  were  filed  and  the  services  were  certified  by 
a  physician  to  be  necessary. 

2243.  Hospital  insurance  benefits  may  be  paid  for  covered 
HOME  health  items  AND  SERVICES.  Provided  the  conditions  in  §  2244 
below  are  met,  benefits  may  be  paid  for  the  following: 

A.  Part-time  or  intermittent  nursing  care  by  or  under  the  super- 
vision of  a  registered  professional  nurse  (home  nursing  that 
is  full  time  is  not  covered);  and 

B.  Physical,  occupational  or  speech  therapy  furnished  by  the 
home  health  agency  or  by  others  under  arrangements  made 
by  it;  and 

C.  Medical  social  services,  under  the  direction  of  a  physician;  and 

D.  Medical  supplies,  except  drugs  and  biologicals;  and 

E.  Use  of  medical  appliances;  and 

F.  Medical  services  of  interns  and  residents-in-training  under 
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an  approved  teaching  program  of  a  hospital  with  which  the 
agency  is  affiliated  (see  §  2219);  and 
G.    Part-time  or  intermittent  services  of  a  home  health  aide,  to  the 
extent  permitted  in  regulations.  The  duties  of  a  home  health 
aide  are  comparable  to  those  of  a  nurse's  aide  in  the  hospital— 
a  person  who  has  had  training  and  experience  not  ordinarily 
possessed  by  lay  people— for  example,  training  and  experience 
in  giving  bed  baths  to  ill  and  bedfast  patients.  Often  the 
home  health  aide  services  are  essential  if  the  patient  is  to  be 
cared  for  outside  a  hospital  or  extended  care  facility.  How- 
ever, hospital  insurance  benefits  may  not  be  paid  for  the 
services  of  a  housekeeper  or  for  food  service  arrangements, 
such  as  those  of  meals-on-wheels  programs. 
Hospital  insurance  benefits  may  be  paid  to  a  home  health  agency 
not  only  for  services  which  the  agency  itself  furnishes  but  also  for 
services   furnished   by   others   under   arrangements   made    by    the 
agency.  In  the  latter  case,  however,  the  arrangements  must  call  for 
the  services  to  be  billed  exclusively  through  the  agency.  Benefits 
cannot  be  paid  for  items  or  services  which  would  not  be  paid  for  as 
inpatient  hospital  services. 

2244.  The  patient  receiving  home  health  services  must  be 
UNDER  THE  CARE  OF  A  PHYSICIAN  and  Certain  other  conditions  must 
be  met,  for  benefits  to  be  paid.  Payment  will  be  made  for  home 
health  services  which  are: 

A.  Furnished  to  an  individual  who  is  under  the  care  of  a  physi- 
cian; and 

B.  Furnished  under  a  plan  established,  and  periodically  re- 
viewed, by  a  physician.  This  plan  must  have  been  established 
within  14  days  after  the  patient's  discharge  from  the  hospital 
or  extended  care  facility;  and 

C.  Furnished  after  the  beginning  of  one  "spell  of  illness"  and  be- 
fore the  beginning  of  the  next;  and 

D.  Required  for  a  condition  for  which  the  patient  previously 
received  inpatient  hospital  services  or  extended  care  services; 
and 

E.  Furnished  on  either  a  visiting  basis  or  an  outpatient  basis  as 
explained  in  §  2245. 

2245.  In  certain  circumstances,  benefits  can  be  paid  for  "home 
HEALTH  services"  FURNISHED  IN  A  HOSPITAL  or  Other  place  outside 
the  patient's  home.  Benefits  may  be  paid  to  a  home  health  agencv 
for  items  and  services  which  are: 
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A.  Furnished  on  a  visiting  basis  in  the  patient's  home  or  in  a 
place  of  residence  used  as  his  home  (e.g.,  a  relative's  home, 
a  boarding  house,  or  an  old-age  home);  or 

B.  Provided  on  an  outpatient  basis  at  a  hospital,  extended  care 
facility,  or  rehabilitation  center  and  the  items  or  services: 

1.  Are  furnished  under  arrangements  made  by  the  home 
health  agency  that  provide  for  the  costs  to  be  billed 
through  the  agency;  and 

2.  Involve  equipment  not  readily  transportable  to  the  pa- 
tient's home. 

Thus,  hospital  insurance  benefits  can  be  paid  for  certain  out- 
patient hospital  services  ^vhich  are  not  diagnostic  services  (§§  2251- 
2256).  However,  these  outpatient  services  must  be  furnished  under 
arrangements  made  by  a  home  health  agency,  and  the  benefits  will 
be  paid  to  the  agency,  on  the  patient's  behalf,  rather  than  to  the 
hospital. 

In  some  cases,  special  transportation  arrangements  may  have  to 
be  made  to  bring  the  homebound  patient  to  the  hospital  (or  other 
place)  providing  the  special  services.  The  transportation  itself  can- 
not be  paid  for. 

2246.  A  WRITTEN  REQUEST  for  payment  must  be  filed  for  hospital 
insurance  benefits  to  be  paid  for  home  health  services.  Form  SSA- 
1487  (Home  Health  Agency  Report  and  Billing)  has  been  especially 
designed  for  this  purpose.  The  request-for-payment  part  of  this  form 
must  be  signed  by  the  patient  (or  by  another  person  qualified  to 
sign  on  his  behalf).  Normally,  the  SSA-1487  will  be  forwarded  by 
the  home  health  agency  to  an  intermediary  such  as  Blue  Cross  or  a 
private  insurance  company,  rather  than  to  the  Social  Security  Ad- 
ministration. As  indicated  in  §  2247  below,  a  physician  must  certify 
that  the  home  health  services  were  medically  necessary. 

2247.  A  physician's  certification  that  home  health  services 
WERE  medically  NECESSARY  is  required.  For  benefits  to  be  paid,  a 
physician  must  certify  (and  recertify  as  explained  below)  that: 

A.  The  services  were  required  because  the  patient  was  confined 
to  his  home  (except  where  services  were  furnished  outside  his 
home  under  the  conditions  in  §  2245  (B));  and 

B.  The  patient  needed  skilled  nursing  care  on  an  intermittent 
basis,  or  physical  or  speech  therapy  for  a  condition  for  which 
he  previously  received  inpatient  hospital  or  extended  care 
services  (or  services  which  would  constitute  inpatient  hospital 
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services  it  the  institution  met  the  requirements  in  §  2223  (F) 
and   (G));  and 

C.  A  plan  for  furnishing  these  services  has  been  established,  and 
is  periodically  reviewed,  by  a  physician;  and 

D.  The  services  were  furnished  while  the  individual  was  under 
the  care  of  a  physician. 

Where  home  health  services  are  furnished  for  an  extended  period 
of  time,  a  physician  may  be  required  to  recertify  the  need  for  these 
services  with  such  frequency  as  regulations  may  require.  The  re- 
certification  must  be  accompanied  by  such  supporting  material  as 
required  by  regulations. 

The  certification  and  recertification  requirements  above  will  be 
satisfied  where,  at  a  date  later  than  ordinarily  required,  the  physician 
makes  the  appropriate  certification,  if  the  late  certification  is  ac- 
companied by  such  medical  and  other  evidence  as  may  be  required 
by  regulations. 

2248.  Benefits  may  be  PAm  only  to  a  participating  home 
HEALTH  AGENCY.  Thus,  when  arrangements  are  being  made  for  his 
care,  a  person  protected  by  the  hospital  insurance  plan  will  want  to 
know  whether  the  home  health  agency  is  participating.  If  he  does 
not  know,  he  can  ask  his  physician,  his  social  security  district  office, 
or  the  agency  itself. 

A  participating  home  health  agency  is  one  which  has: 

A.  Filed  a  request  for  a  determination  of  eligibility;  and 

B.  Been  determined  to  meet  the  conditions  for  participation  in 
§  2249;  and 

C.  Agreed  to  charge  beneficiaries  only  for  allo^vable  amounts 

(§  2259);  and 

D.  Agreed  to  refund  any  amounts  incorrectly  collected;  and 

E.  Agreed  to  furnish  services  without  regard  to  race,  color,  or 
national  origin  in  compliance  with  Title  VI  of  the  Civil 
Rights  Act  of  1964. 

2249.  A  HOME  HEALTH  AGENCY  MUST  MEET  CERTAIN  CONDITIONS  TO 

PARTICIPATE  in  the  social  security  health  insurance  plans.  It  must 
be  a  visiting  nurse  agency,  hospital-based  home  health  program,  or 
similar  agency  that  is  primarily  engaged  in  providing  skilled  nursing 
services  and  other  therapeutic  services.  It  can  be  a  public  agency  or 
private  organization  (or  a  subdivision  of  such  an  agency  or  organi- 
zation). However,  home  health  agencies  primarily  furnishing  care 
and  treatment  for  mental  illness  are  not  eligible  to  participate  in 
the  hospital  insurance  plan,  although  they  may  participate  in  the 
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supplementary  medical  insurance  plan  discussed  in  chapter  24. 

To  be  eligible  for  participation,  an  agency  must  first  be  a  "home 
health  agency"  as  explained  above.  It  must  also: 

A.  Have  policies  established  by  a  professional  gToup  (including 
at  least  one  physician  and  one  registered  professional  nurse) 
to  govern  its  services;  and 

B.  Provide  for  supervision  of  its  home  health  services  by  a  physi- 
cian or  registered  professional  nurse;  and 

C.  Maintain  clinical  records  on  all  patients;  and 

D.  Where  State  or  local  law  requires  licensing,  be  either  licensed 
or  approved  by  the  appropriate  licensing  agency  as  meeting 
licensing  standards.  But  a  private  agency,  not  exempt  from 
Federal  tax  as  a  nonprofit  organization,  must  be  licensed  un- 
der State  law  and  must  meet  any  additional  conditions  that 
may  be  prescribed  by  the  Secretary;  and 

E.  Meet  such  other  conditions,  relating  to  the  health  and  safety 
of  beneficiaries,  as  the  Secretary,  after  appropriate  consulta- 
tion, may  find  necessary. 

The  recominendation  whether  a  home  health  agency  meets  the 
conditions  for  participation  will  generally  be  made  by  a  State  agency 
(usually  a  public  health  agency)  acting  under  agreement  with  the 
Secretary  (see  §  2263). 

2250.  Both   hospital   insurance   benefits   and   supplementary 

MEDICAL  insurance  BENEFITS  MAY  BE  PAID  FOR  HOME  HEALTH  SERV- 
ICES. The  conditions  for  payment  imder  the  two  plans  vary,  however. 
The  basic  difference  is  that  hospital  insurance  benefits  may  be  paid 
only  for  home  health  services  furnished  as  an  extension  of  the  pa- 
tient's previous  hospitalization  or  stay  in  an  extended  care  facility. 
Under  the  supplementary  plan,  medical  benefits  can  be  paid  regard- 
less of  whether  the  patient  was  previously  in  a  hospital  or  extended 
care  facility.  The  fact  that  hospital  insurance  benefits  may  be  paid 
for  up  to  100  home  health  visits  during  the  year  following  a  patient's 
discharge  does  not  preclude  the  payment  of  medical  benefits  for  an 
additional  100  home  health  visits  in  a  calendar  year,  as  long  as  the 
conditions  for  payment  under  the  supplementary  plan  are  met  (see 
§  2407). 

^  ^  ^  41.  ^  4f.  4£. 

2251.  Hospital  insurance  benefits  may  be  paid  for  outpatient 
HOSPITAL  diagnostic  services.  The  benefits  will  be  paid  directly  to 
the  hospital  on  a  patient's  behalf.  The  following  limitations  and  con- 
ditions for  payment  should  be  kept  in  mind: 
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A.  Benefits  are  not  payable  for  outpatient  hospital  diagnostic 
services  furnished  before  July  1,  1966;  and 

B.  The  services  are  subject  to  a  $20  deductible  (§  2252)  for  each 
diagnostic  study   (§  2253);  and 

C.  The  plan  pays  80  percent  of  the  reasonable  cost  of  outpatient 
hospital  diagnostic  services,  reduced  by  the  deductible  in  (B) 
above  (§  2252);  and 

D.  The  services  must  be  of  a  kind  ordinarily  furnished  by  the 
hospital  to  its  outpatients  for  purposes  of  diagnostic  study  (§ 
2254);  and 

E.  The  services  must  be  provided  by: 

1.  The  hospital  itself;  or 

2.  Others  under  arrangements  made  by  the  hospital  which 
call   for  the  services  to  be  billed  through   the  hospital 

(physician's  services  excluded).  The  services  must  be  fur- 
nished in  the  hospital  or  in  other  facilities  operated  by  or 
under  the  supervision  of  the  hospital  or  its  organized 
medical  staff;  and 

F.  A  written  request  for  payment  must  be  filed  (§  2255);  and 

G.  A  physician  must  certify  that  the  services  were  required  for 
diagnostic  study   (§  2255);  and 

H.  Benefits  may  ordinarily  be  paid  only  to  a  participating  hos- 
pital  (§  2256). 

Note  that  under  the  hospital  insurance  plan  a  hospital  may  be  paid 
only  for  outpatient  diagnostic  services  it  provides;  there  is  no  provi- 
sion under  this  plan  for  paying  a  hospital  for  outpatient  services  in 
general,  emergency,or  otherwise.  But  see  §§  2403  and  2408  for  cover- 
age of  certain  outpatient  hospital  therapeutic  services  under  the  sup- 
plementary medical  insurance  plan.  Also,  certain  non-diagnostic  out- 
patient services  are  covered  by  the  hospital  plan  if  they  are  provided 
under  arrangements  made  by  a  home  health  agency  (§  2245).  In  the 
latter  case,  however,  the  hospital  insurance  benefits  are  paid  to  the 
home  health  agency  rather  than  to  the  hospital.  Hospital  insurance 
benefits  may  not  be  paid  for  any  diagnostic  item  or  service  that  would 
not  be  paid  for  as  an  inpatient  hospital  service,  e.g.,  physicians' 
services. 

Diagnostic  tests  and  services  performed  by  a  physician  in  his  office 
are  covered  under  the  supplementary  medical  plan  but  not  under 
the  hospital  plan. 

2252.  The  hospital  plan  pays  80  percent  of  the  reasonable 
COST  OF  outpatient  HOSPITAL  DIAGNOSTIC  SERVICES,  reduccd  by  an 
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outpatient  diagnostic  deductible.  A  hospital  may,therefore,charge  a 
beneficiary  for: 

A.  A  $20  outpatient  hospital  diagnostic  deductible  for  diagnostic 
studies  beginning  before  1969.  This  deductible  is  fixed  by 
law  as  one-half  of  the  inpatient  hospital  deductible  for  a 
"spell  of  illness"  beginning  in  the  same  year  as  the  diagnostic 
study.  Thus,  it  is  subject  to  change  for  diagnostic  studies  be- 
ginning after  1968  (see  §  2207);  and 

B.  An  amount  equal  to  20  percent  of  the  reasonable  charges  for 
the  services  (after  the  reduction  in  (A)  above). 

Example:  Denise  first  receives  outpatient  hospital  diagnostic 
services  on  October  3,  1967,  and  completes  her  tests  on  October 
6.  The  reasonable  cost  of  the  services  is  $70.  The  hospital  in- 
surance benefit  payable  is  computed  as  follows: 

Reasonable  cost  $70 

Outpatient  hospital  deductible  —20 

$50 
Hospital  plan  pays  80  percent  X-80 

Hospital  benefits  payable  $40 

If  a  patient  is  also  enrolled  in  the  supplementary  medical  plan,  the 
amount  of  outpatient  hospital  deductible  imposed  in  any  year  is  re- 
garded as  an  incurred  expense  under  the  supplementary  medical 
plan  for  that  year— it  counts  toward  the  $50  medical  insurance  de- 
ductible and,  where  the  $50  deductible  has  been  met,  it  counts  as 
an  incurred  expense  for  which  medical  benefits  can  be  paid.  The 
rules  for  outpatient  hospital  diagnostic  services  are  constructed  so 
as  to  limit  any  financial  incentive  to  have  diagnostic  tests  done  at  a 
hospital  rather  than  at  a  physician's  office,  or  vice-versa.  On  the  one 
hand— because  the  hospital  insurance  plan  reimburses  at  the  same 
80  percent  rate  as  the  supplementary  plan— the  patient  should  not 
be  deterred  from  having  the  diagnostic  tests  done  at  his  physician's 
office.  On  the  other  hand,  the  $20  deductible  should  not  deter  him 
from  having  the  tests  done  at  a  hospital  because  this  deductible 
counts  as  an  expense  for  which  medical  benefits  can  be  paid. 

2253.  A  DIAGNOSTIC  STUDY  cousists  of  the  outpatient  hospital  diag- 
nostic services  provided  by  (or  under  arrangements  made  by)  the 
same  hospital  during  a  20-day  period.  This  period  begins  on  the 
first  day  not  included  in  a  previous  diagnostic  study  on  which  the 
patient  is  entitled  to  hospital  insurance  protection  and  on  which  he 
is  furnished  outpatient  hospital  diagnostic  services. 
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2254.  Benefits  may  be  paid  for  diagnostic  services  ordinarily 
FURNISHED  BY  A  HOSPITAL  TO  OUTPATIENTS.  The  hospital  insurancc 
plan  may  pay  for  the  following  types  of  tests  when  given  to  help  de- 
termine the  nature  and  severity  of  an  illness  or  injury: 

A.  X-rays; 

B.  Pulmonary  function  tests; 

C.  ElectrocardioCTams; 

D.  Electroencephalograms; 

E.  Blood  tests; 

F.  Kidney  fimction  tests; 

G.  Urine  tests; 

H.    Basal  metabolism  tests; 

I.  Other  tests  given  to  determine  the  nature  and  severity  of  an 
illness  or  injury. 

Hospital  insurance  benefits  may  not  be  paid  for  tests  given  as  part 
of  routine  physical  examinations;  for  physician's  services;  or  for 
outpatient  hospital  services  not  related  to  the  diagnosis  of  a  patient's 
condition. 

2255.  A  WRITTEN  REQUEST  FOR  PAYMENT  must  be  filed  for  hospital 
insurance  benefits  to  be  paid  for  outpatient  hospital  diagnostic 
services.  Form  SSA-1483  (Outpatient  Hospital  Billing)  has  been 
especially  designed  for  this  purpose.  The  request-for-payment  part  of 
this  form  must  be  signed  by  the  patient  (or  by  another  person 
qualified  to  sign  on  his  behalf).  Normally,  the  SSA-1483  will  be 
forwarded  by  the  hospital  to  an  intermediary,  such  as  Blue  Cross 
or  a  private  insurance  company,  rather  than  to  the  Social  Security 
Administration. 

In  addition,  a  physician  must  certify  that  the  tests  were  necessary 
for  diagnostic  study.  This  certification  requirement  Avill  be  satisfied 
when,  at  a  date  later  than  ordinarily  required,  the  physician  does 
make  the  appropriate  certification,  if  it  is  accompanied  by  such  medi- 
cal and  other  evidence  as  may  be  specified  by  regulations. 

2256.  Benefits  for  outpatient  hospital  diagnostic  services  may 
ordinarily  be  paid  only  to  a  participating  hospital  (§  2222). 
However,  payment  may  be  made  to  a  non-participating  hospital  for 
emergency  diagnostic  services  if  it  meets  the  conditions  in  §  2226. 
The  benefits  paid  on  the  patient's  behalf  "will  be  based  on  reasonable 
cost  just  as  if  the  liospital  were  participating.  In  addition,  the  hos- 
pital must  agree  to  charge  the  patient  only  for  deductibles  and 
other  allowable  amounts  and  to  refund  any  money  incorrectly 
collected. 
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Note  that  this  section  refers  only  to  outpatient  diagnostic  serv- 
ices; there  is  no  provision  under  the  hospital  insurance  plan  for 
paying  either  participating  or  non-participating  hospitals  for  out- 
patient services  for  purposes  of  treatment,  emergency  or  otherwise. 

Note  also  that  there  is  no  provision  for  paying  a  foreign  hospital 
for  emergency  outpatient  diagnostic  services  comparable  to  the 
provision  for  emergency  inpatient  services  explained  in  §  2227. 


2257.  Benefits  for  christian  science  care.  Hospital  insurance 
benefits  may  be  paid,  on  a  patient's  behalf,  for  services  provided  by 
a  Christian  Science  sanatorium.  In  general,  these  institutions  can 
participate  in  the  plan  as  a  "hospital"  and  the  regular  coverages  and 
exclusions  relating  to  inpatient  hospital  care  will  apply.  For  ex- 
ample, benefits  can  be  paid  for  the  services  of  a  Christian  Science 
nurse  imless  her  duties  are  those  of  a  private  duty  nurse  or  attendant. 
On  the  other  hand,  hospital  insurance  benefits  cannot  be  paid  for 
the  services  of  a  Christian  Science  practitioner— the  Christian 
Science  counterpart  of  a  physician— because  the  hospital  plan  does 
not  cover  physician's  services.  Subject  to  limitations  and  conditions 
provided  in  regulations,  payment  can  be  made  for  the  costs  of  those 
items  and  services  ordinarily  furnished  by  a  Christian  Science 
sanatorium  to  an  inpatient.  In  general,  payment  will  cover  items  and 
services  which  are  comparable  to  those  for  which  benefits  can  be 
paid  to  a  hospital.  The  sanatorium  must  be  operated  by,  or  listed 
and  certified  by  the  First  Church  of  Christ,  Scientist,  Boston,  Mass. 
A  Christian  Science  sanatorium  may  also  be  paid  as  an  "extended 
care  facility"  under  certain  conditions.  The  patient  must  elect  to 
have  the  services  furnished  in  that  "spell  of  illness"  treated  as  post- 
hospital  extended  care  services.  In  that  case: 

A.  Benefits  will  be  paid  to  the  sanatorium,  on  the  patient's  be- 
half, for  up  to  30  days  in  the  "spell  of  illness"  (instead  of  the 
usual  100  days  for  extended  care  services);  and 

B.  The  patient  will  be  responsible  for  a  coinsurance  amount  for 
each  day  of  services  (instead  of  for  each  day  after  the  20th 
day).  This  coinsurance  amount  is  fixed  by  law  as  one-eighth 
the  inpatient  hospital  deductible;  thus,  it  will  be  |5  a  day 
for  "spells  of  illness"  beginning  before  1969   (see  §  2207). 

Benefits  cannot  be  paid  to  a  Christian  Science  sanatorium  for 
extended  care  services  in  a  "spell  of  illness"  if  the  patient  previously 
received  services  in  a  regular  (non-Christian  Science)  extended  care 
facility  in  that  "spell." 
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2258.  Hospital  insurance  benefits  may  not  be  paid  to  a  federal 
"provider  of  services,"  except  where  the  Secretary  has  determined 
that  it  is  providing  services  to  the  public  generally  as  a  community 
institution  or  agency.  There  is  an  exception  to  this  rule  if  the  Fed- 
eral "provider"  furnishes  emergency  hospital  services. 

Neither  may  benefits  be  paid  for  services  which  a  "provider"  is 
obligated  to  render  at  public  expense  by  a  law  of  the  United  States, 
or  under  contract  with  the  United  States. 

2259.  A  hospital,  extended  care  facility,  or  home  health 
agency  must  agree  to  charge  hospital  insurance  beneficiaries 
ONLY  certain  AMOUNTS  in  ordcr  to  participate  in  the  health  insur- 
ance plans.  A  "provider"  may  charge  a  beneficiary  the  following 
amount  for  items  and  services  covered  by  the  hospital  insurance 
plan: 

A.  The  amount  of  authorized  deductibles  and  coinsurance  ap- 
plicable to  such  items  and  services  as  described  in  the  pre- 
ceding sections  of  this  chapter,  but  not  in  excess  of  the  amount 
it  customarily  charges  for  such  items  and  services;  and 

B.  Twenty  percent  of  the  reasonable  charges  (in  excess  of  the 
$20  deductible)  for  outpatient  hospital  diagnostic  services, 
but  not  in  excess  of  20  percent  of  the  "provider's"  customary 
charges;  and 

C.  An  amount  for  the  first  3  pints  of  whole  blood  furnished  the 
patient  during  a  "spell  of  illness."  However,  the  "provider" 
must  agree  not  to  charge  the  patient  if  a  donor  has  replaced 
the  blood  or  the  patient  has  made  arrangements  for  such 
replacement;  and 

D.  Amounts  for  items  and  services  which  are  not  covered  by  the 
hospital  plan  or  which  are  more  expensive  than  those  covered 
by  the  plan.  For  example,  a  "provider"  may  charge  a  patient 
for  the  use  of  a  television  or  radio  in  his  room,  or,  if  it  has 
furnished  him  a  private  room  for  his  comfort,  for  the  excess 
charge  over  the  customary  charge  for  semi-private  accom- 
modations. 

See  §  2421  for  amounts  which  a  "provider"  may  charge  under 
both  the  hospital  insurance  and  supplementary  medical  insurance 
plans, 

2260.  Health  insurance  benefits  may  not  be  paid  for  certain 
health  items  and  services  which  are  more  or  less  routine.  These 
exclusions  are  in  addition  to  the  others  explained  in  this  chapter 
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and  in  chapter  24.  Neither  hospital  insurance  benefits  nor  supple- 
mentary medical  benefits  may  be  paid  for: 

A.  Routine  physical  examinations;  and 

B.  Drugs  and  biologicals  for  use  outside  a  hospital  or  extended 
care  facility  (except  for  drugs  and  biologicals  administered 
by  a  physician,  which  cannot  be  self-administered— see  § 
2403  (A),  (B));  and 

C.  Eyeglasses  and  eye  examinations  for  the  purpose  of  prescrib- 
ing, fitting,  or  changing  glasses;  and 

D.  Hearing  aids,  and  examinations  for  hearing  aids;  and 

E.  Dentures  and  the  care,  treatment,  filling,  extraction,  and  re- 
placement of  teeth;  and 

F.  Orthopedic  shoes  or  other  supportive  devices  for  the  feet;  and 

G.  Immunizations. 

2261.  There  are  certain  circumstances  in  which  health  insur- 
ance BENEFITS  CANNOT  BE  PAID.  Thcsc  are  in  addition  to  the  other 
non-payment  circumstances  described  in  this  chapter  and  in  chap- 
ter 24.  Neither  hospital  insurance  benefits  nor  supplementary  medi- 
cal benefits  may  be  paid  for  services  which: 

A.  Are  not  reasonable  and  necessary  for  the  treatment  of  illness 
or  injury  or  to  improve  the  functioning  of  a  malformed  body 
member;  or 

B.  Neither  the  patient  nor  any  other  party  (such  as  a  prepayment 
plan)  has  a  legal  obligation  to  pay  for  or  provide.  Free  chest 
X-rays  provided  by  health  organizations,  for  example,  are 
not  covered;  or 

C.  Are  paid  for  directly  or  indirectly  by  a  government  entity 

(other  than  under  this  law),  except  as  the  Secretary  may 
specify.  However,  no  patient  will  be  denied  benefits  because 
he  was  also  covered  under  a  state  or  local  government  em- 
ployees health  benefits  plan;  or 

D.  Are  not  provided  within  the  United  States  (including  Puerto 
Rico,  the  Virgin  Islands,  Guam,  and  American  Samoa).  Ex- 
cepted from  this,  however,  are  certain  emergency  inpatient 
hospital  services  furnished  by  a  foreign  hospital  (§  2227)  and 
certain  services  furnished  in  Canadian  hospitals  to  railroad 
retirement  beneficiaries;  or 

E.  Are  required  as  a  result  of  war,  or  an  act  of  war  occurring 
after  the  effective  date  of  the  individual's  current  coverage 
under  health  insurance;  or 
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F.  Are  charged  the  patient  by  a  member  of  his  household,  or  by 

an  immediate  relative;  or 

G.  Are  for  cosmetic  surgery  or  in  connection  with  such  surgery, 
except  if  needed  for  the  prompt  repair  of  accidental  injury  or 
for  improvement  of  the  functioning  of  a  malformed  body 
member;  or 

H.   Are  for  custodial  care;  or 

I.  Are  for  the  patient's  personal  comfort.  Such  items  and  services 
as  massages  and  heat  lamp  treatments  will  be  paid  for  only 
when  they  contribute  meaningfully  to  the  treatment  of  an  ill- 
ness or  injury  or  the  functioning  of  a  malformed  body  mem- 
ber; or 

J.  Has  been,  or  can  reasonably  be  expected  to  be  paid  for  under 
a  workmen's  compensation  law  or  plan  of  the  U.S.  or  a  State. 
Hospital  and  supplementary  medical  insurance  benefits  will 
be  paid  on  condition  that  benefits  will  be  repaid  if  informa- 
tion is  received  that  a  workmen's  compensation  plan  has  paid 
for  the  health  care. 

2262.  Health  benefit  payments  to  hospitals,  extended  care  fa- 
cilities, AND  HOME  HEALTH  AGENCIES  WILL  BE  BASED  ON  THE  REASON- 
ABLE COST  of  the  services  they  furnish  to  patients.  This  applies  to  the 
payment  of  supplementary  medical  benefits  as  well  as  to  the  pay- 
ment of  hospital  insurance  benefits. 

Although  reasonable  cost  may  be  computed  on  various  bases,  the 
objective  of  whatever  method  of  computation  is  used  will  be  to  ap- 
proximate as  closely  as  practicable  the  actual  cost  (both  direct  and 
indirect)  of  services  furnished  to  beneficiaries.  Thus,  under  any 
method  of  determining  costs,  the  costs  of  services  to  individuals 
covered  by  the  health  insurance  plans  will  not  be  borne  by  individ- 
uals not  covered  and,  vice-versa,  the  costs  of  services  to  individuals 
not  covered  will  not  be  borne  by  the  plans. 

The  costs  of  ser\dces  vary  widely  from  one  "provider"  to  another; 
these  variations  generally  reflect  differences  in  the  quality  and  in- 
tensity of  care.  The  provision  for  payment  of  the  reasonable  cost 
of  services  is  therefore  intended  to  meet  the  actual  costs,  ho-wever 
Avidely  they  may  vary  from  one  "provider"  to  another.  A  variation 
in  costs  will  not  be  approved,  however,  to  the  extent  that  a  par- 
ticular institution's  costs  are  found  to  be  substantially  out  of  line 
Avith  those  of  institiuions  similar  in  size,  scope  of  services,  utiliza- 
tion, and  other  related  factors. 

2263.  The  social  security  administration  enters  into  agree- 
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MENTS  WITH  STATE  AGENCIES  to  work  With  it  in  administering  the 
hospital  insurance  plan.  These  agencies— usually  public  health  agen- 
cies—will survey  institutions  to  determine  whether  they  meet  the 
conditions  for  participation  as  a  hospital,  extended  care  facility,  or 
home  health  agency.  They  will  also  perform  additional  functions, 
including  consultative  services  to  "providers"  to  assist  them  in 
establishing  and  maintainng  necessary  fiscal  records  and  otherwise 
to  meet  the  conditions  for  participation.  For  instance,  a  State  agency 
might  help  an  extended  care  facility  to  establish  a  transfer  agree- 
ment with  a  participating  hospital. 

2264.  The  social  security  administration  enters  into  agree- 
ments WITH  intermediaries  to  work  with  it  in  administering  the 
hospital  insurance  plan.  Under  the  law,  a  group  or  association  of 
"providers"  may  nominate  a  public  or  private  organization  to  act  as 
an  intermediary  between  themselves  and  the  Secretary.  The  Secre- 
tary will  then  enter  into  a  contract  with  the  organization  if  he  finds 
this  would  be  consistent  with  efficient  and  effective  administration. 

Under  these  contracts,  intermediaries  will,  in  addition  to  per- 
forming other  functions,  perform  the  following: 

A.  Determine  the  amount  of  hospital  insurance  benefits  payable 
to  "providers"  based  on  reasonable  cost;  and 

B.  Pay  hospital  insurance  benefits— receiving,  disbursing,  and 
accounting  for  funds  advanced  by  the  Federal  government; 
and 

C.  Serve  as  a  channel  for  the  communication  of  information  re- 
lating to  the  hospital  insurance  plan;  and 

D.  Audit  the  records  of  "providers"  as  necessary  to  insure  proper 
payment  of  hospital  insurance  benefits. 

Examples  of  organizations  which  may  serve  as  intermediaries  are 
Blue  Cross  plans,  private  insurance  companies,  and  State  health 
departments. 

2265.  Overpayment  of  health  insurance  benefits.  Where  more 
than  the  correct  amount  of  hospital  or  supplementary  medical  bene- 
fits has  been  paid  for  items  and  services  furnished  by  a  "provider" 
or  other  party,  the  overpayment  may  be  recovered  from  such  "pro- 
vider" or  party. 

In  addition,  an  overpayment  of  health  benefits  may  in  certain 
circumstances  be  recovered  by  adjustment— that  is,  by  ^vithholding 
the  overpaid  amount  from  cash  social  security  benefits  due  the 
beneficiary  on  whose  behalf  the  health  benefits  were  overpaid,  or  by 
withholding  the  amount  from  cash  benefits  due  his  survivors  which 
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are  based  on  his  earnings  record  (see  §  1909).  Likewise,  an  overpay- 
ment of  health  benefits  may  be  recovered  by  adjustment  against 
railroad  retirement  benefits  due  the  beneficiary  or  his  survivors  on 
the  basis  of  his  railroad  compensation.  A  health  insurance  overpay- 
ment may  be  adjusted  as  above  where: 

A.  It  is  determined  that,  witliin  a  specified  time,  the  overpay- 
ment cannot  be  recovered  from  the  "provider"  or  other  party 
that  furnished  items  and  services  and  received  payment;  or 

B.  The  health  benefits  were  overpaid,  on  the  beneficiary's  behalf, 
because  of  the  guarantee  of  payment  provision  in  §  2228. 

However,  adjustment  (or  other  recovery)  may  be  waived  if  the 
health  insurance  beneficiary  was  without  fault  in  causing  the  over- 
payment and  adjustment  (or  other  recovery)  would  either  defeat  the 
purpose  of  the  retirement,  survivors,  and  disability  insurance  pro- 
gram or  it  would  be  against  equity  and  good  conscience    (§  1917). 
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Chapter  23 


Supplementary  Medical  Insurance 
Enrollment,  Coverage,  and  Premiums 


2300.  General. 

2301.  Enrollment  is  a  requirement  for  coverage. 

2302.  When  individual  is  eligible  to  enroll. 

2303.  Individual  ineligible  to  enroll. 

2304.  Individual  must  file  written  request  for  enrollment. 

2305.  Two  kinds  of  enrollment  periods. 

2306.  Initial  enrollment  period. 

2307.  General  enrollment  period. 

2308.  Certain  limitations  on  enrollment. 

2309.  State  may  enroll  public  assistance  recipients. 

2310.  Coverage  period  explained. 

2311.  Coverage  period  beginning  date. 

2312.  Initial  enrollment  period  based  on  first  eligibility  before  March  1,  1966. 

2313.  Initial  enrollment  period  based  on  first  eligibility  after  February  28,  1966, 
and  before  July  1,  1966. 

2314.  Initial  enrollment  period  based  on  first  eligibility  after  June  30,   1966. 

2315.  General  enrollment  period. 

2316.  Individual  enrolled  under  a  Federal-State  agreement. 

2317.  When  coverage  period  terminates. 

2318.  Individual  enrolled  under  Federal-State  agreement. 

2319.  Supplementary  medical  insurance  premium. 

2320.  Premium  increase  for  late  enrollment. 

2321.  When  premiums  are  payable. 

2322.  Individual  entitled  to  monthly  cash  social  security  benefits. 

2323.  Railroad  retirement  beneficiary. 

2324.  Individual  entitled  to  both  social  security  and  railroad  retirement  benefits. 

2325.  Federal  civil  service  annuitant. 

2326.  Individual  enrolled  under  a  Federal-State  agreement. 

2327.  Payment  by  direct  remittance. 

2328.  Overpayment  of  premiums. 

2329.  "Good  cause"  for  extension  of  initial  enrollment  period  ending  May  31,  1966. 


2300.  The  supplementary  medical  insurance  plan  builds  upon 
the  protection  provided  by  the  basic  hospital  insurance  plan  by 
covering  a  substantial  part  of  the  cost  of  physicians'  services  (includ- 
ing surgery)  and  a  number  of  other  health  items  and  services  not 
covered  under  the  basic  plan.  It  is  a  voluntary  plan  available  to 
anyone  who  is  age  65  or  older  and  who  meets  the  other  requirements 
in  §  2302  below.  The  supplementary  plan  is  financed  through  pre- 
miums paid  by  each  person  who  enrolls  and  through  equal  matching 
contributions  from  Federal  government  general  revenues. 

This  chapter  explains  how  a  person  can  voluntarily  enroll    (§§ 
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2304-2308)  to  obtain  supplementary  medical  insurance  coverage 
(§§  2310-2318),  and  how  premiums  are  paid  (§§  2319-2327).  Since 
the  supplementary  plan  is  distinct  and  independent,  it  is  possible 
for  a  person  to  enroll  without  being  entitled  to  monthly  social  se- 
curity benefits  or  to  hospital  insurance  protection.  In  fact,  if  a 
Federal  employee  or  Federal  Civil  Service  annuitant  is  covered 
under  the  1959  Federal  Employees  Health  Benefits  Act  and  is  not 
eligible  for  monthly  social  security  or  railroad  retirement  benefits, 
he  can  qualify  only  for  supplementary  medical  insurance  coverage. 
The  types  of  services  for  which  supplementary  medical  insurance 
benefits  are  paid,  amounts  paid,  and  limitations  and  conditions  on 
payment  are  discussed  in  chapter  24. 

2301.  Enrollment  is  a  requirement  for  coverage  under  the  sup- 
plementary medical  insurance  plan.  An  individual  must  first  be 
eligible  to  enroll  (§  2302),  and  then  must  enroll  during  an  enroll- 
ment period  open  to  him. 

2302.  An  individual  is  eligible  to  enroll  in  the  supplementary 
medical  insurance  plan  if  he  has  attained  age  65  and  he  is  either: 

A.  A  resident  of  the  United  States  and: 

1.  A  citizen  of  the  U.S.,  or 

2.  An  alien  lawfully  admitted  for  permanent  residence  (§ 
2107)  who  has  resided  in  the  United  States  continuously 
during  the  5  years  immediately  preceding  the  month  in 
which  he  applies  for  enrollment  (§  2106);  or 

B.  Entitled  to  hospital  insurance  protection  (chapter  21). 
However,  an  individual  may  not  enroll  if  he  has  already  enrolled 

twice  before  (§  2308  (C))  or  if  he  is  ineligible  because  he  has  been 
convicted  of  certain  crimes  against  the  security  of  the  United  States 
(§  2303).  There  are  no  quarters  of  coverage  requirements  for  en- 
rollment in  the  supplementary  medical  insurance  plan. 

The  great  majority  of  persons  affected  will,  upon  reaching  age  65, 
be  residents  of  the  U.S.  and  either  citizens  or  lawfully  admitted 
aliens  who  meet  the  length  of  residence  requirements.  Hence,  first 
eligibility  for  enrollment  (and  therefore  the  initial  enrollment  pe- 
riod, see  §  2306)  will  almost  always  be  governed  by  the  attainment 
of  age  65.  For  simplicity  therefore,  this  chapter  generally  expresses 
first  eligibility  in  terms  of  the  attainment  of  age  65.  Bear  in  mind, 
however,  that  if  some  other  eligibility  factor  is  not  met  Avhen  the 
individual  reaches  65,  the  other  factor  controls. 
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2303.  An  individual  is  ineligible  to  enroll  in  the  supplementary 
medical  insurance  plan  if  he  has  been  convicted  of  any  offense  under 
chapter  37  (relating  to  espionage  and  censorship),  chapter  105  (re- 
lating to  sabotage),  or  chapter  1 15  (relating  to  treason,  sedition  and 
subversive  activities)  of  title  18  of  the  United  States  Code;  or  if  he 
has  been  convicted  of  an  offense  under  sections  4,  112,  or  113  of 
the  Internal  Security  Act  of  1950,  as  amended  (relating  to  con- 
spiracies to  establish  dictatorships  and  conspiracies  to  commit 
espionage  or  sabotage). 

2304.  To  enroll,  the  individual  must  file  a  written  request 
with  the  Social  Security  Administration  during  an  enrollment  pe- 
riod which  is  open  to  him.  He  must  ordinarily  sign  the  enrollment 
request  himself.  However,  if  he  is  not  capable  of  enrolling,  he  may 
be  enrolled  by  another  person  qualified  to  act  on  his  behalf  under 
the  rules  in  §  1501.  Note  also  that  a  State  may,  on  its  own,  enroll 
certain  public  assistance  recipients    (§  2309). 

Form  SSA-40  (Application  for  Enrollment  in  Supplementary 
Medical  Insurance  Program)  is  a  prescribed  enrollment  application. 
Forms  SSA-40A  and  SSA-40B  are  other  versions  of  this  form.  In 
addition,  an  enrollment  question  is  appended  to  all  applications  for 
monthly  cash  social  security  benefits  filed  by  the  aged,  and  to  Form 
SSA-18,  the  application  for  hospital  insurance  protection  under  the 
"deemed  entitled"  provision  in  §  2105. 

2305.  There  are  two  kinds  of  enrollment  periods: 

A.  The  initial  enrollment  period  which  is  based  on  the  time 
when  an  individual  is  first  eligible  to  enroll— usually  the  time 
he  attains  age  65  (§  2306);  and 

B.  The  general  enrollment  period  during  which  an  individual 
who  failed  to  enroll  during  his  initial  enrollment  period  may 
first  enroll,  or  during  which  an  individual  whose  enrollment 
has  terminated  may,  with  certain  restrictions,  re-enroll  (see 
§  2307). 

The  above  limitations  on  enrollment  (and  the  additional  restric- 
tions in  §  2308)  are  designed  to  reduce  the  possibility  that  some  peo- 
ple will  enroll  in  the  supplementary  medical  insurance  plan  only 
when  their  health  deteriorates,  thus  increasing  costs  by  covering 
during  period  of  ill  health  people  who  chose  not  to  be  covered  dur- 
ing periods  of  good  health. 

2306.  The  initial  enrollment  period  is  an  individual's  first  op- 
portunity to  enroll  in  the  supplementary  medical  insurance  plan. 

381 


It  is  a  period  of  7  full  calendar  months  whose  beginning  and  end 
is  determined  for  each  individual  by  the  day  on  which  he  is  first 
eligible  to  enroll  as  set  forth  in  (A)  and  (B)  below. 

As  explained  in  §  2302,  the  day  on  which  an  individual  is  first 
eligible  is  almost  always  the  day  he  attains  age  65.  An  individual 
attains  a  certain  age  on  the  day  preceding  his  birthday;  thus,  a  per- 
son whose  65th  birthday  is  on  the  first  day  of  a  month,  attains  age  65 
on  the  last  day  of  the  preceding  month.  For  example,  Cecille,  born 
April  1,  1901,  celebrated  her  65th  birthday  on  April  1,  1966,  but 
she  attained  age  65  on  March  31,  1966. 

The  initial  enrollment  period  is  determined  as  follows: 

A.  For  individuals  who  attained  age  65  before  March  1966,  the 
initial  enrollment  period  began  on  September  1,  1965,  and 
ended  on  May  31,  1966.  However,  if  such  an  individual  failed 
to  enroll  during  this  period  and  he  shows  to  the  satisfaction  of 
the  Administration  that  he  had  good  cause  for  his  failure,  he 
may  enroll  at  any  time  before  October  1,  1966;  see  §  2329  for 
meaning  of  "good  cause"  and  §  2312  for  coverage  period  be- 
ginning date. 

B.  If  an  individual  attains  age  65  after  February  1966,  his  initial 
enrollment  period  begins  on  the  first  day  of  the  third  month 
before  the  month  he  attains  age  65  and  ends  with  the  close 
of  the  last  day  of  the  third  month  following  that  month. 

Example:   Bill  will  attain  age  65  in  June  1967.  His  initial  en- 
rollment period  will   begin   on   March    1,    1967,   and  will   run 
through  September  30,  1967.    (If  Bill's  65th  birthday  will  be  on 
July  1,  1967,  he  will  nevertheless  attain  age  65  in  June  and  his 
initial  enrollment  period  will  be  as  set  out  in  this  example.) 
Although   (A)  and   (B)  above  express  first  eligibility  in  terms  of 
the  attainment  of  age  65,  remember  that  if  some  other  eligibility 
factor  is  not  met  when  an  individual  reaches  65,  the  other  factor 
controls    (see   §  2302).  Where  an  individual  is  eligible  to  enroll 
solely  because  he  is  entitled  to  hospital  insurance  protection,  he  is 
considered  as  first  meeting  the  eligibility  requirements  on  the  first 
day  on  which  he  would  be  entitled  to  hospital  insurance  protection 
upon  filing  application   (whether  or  not  he  has  actually  filed). 

Except  where  the  initial  enroUment  period  for  persons  first  eligi- 
ble before  March  1966  is  extended  for  good  cause,  an  individual  who 
fails  to  enroll  in  his  initial  enrollment  period  can  later  enroll  only 
if  he  does  so  within  3  years  after  the  close  of  his  initial  period  and 
within  a  general  enrollment  period.  In  addition,  there  may  be  a 
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percentage  increase  in  his  monthly  premium  amount  because  of  late 
enrollment  (see  §  2320). 

2307.  There  will  be  a  general  enrollment  period  from  Octo- 
ber 1  through  December  31  of  each  odd-numbered  year  beginning 
with  1967.  Except  for  §  2306(A)  (relating  to  extension  for  good 
cause  of  the  initial  enrollment  period  for  persons  first  eligible  be- 
fore March  1966),  an  individual  who  fails  to  enroll  during  his 
initial  enrollment  period  may  enroll  only  during  a  susbequent  gen- 
eral enrollment  period. 

2308.  Certain  limitations  on  enrollment  are  specified  by  law: 

A.  First  enrollment— 3 -year  limitation.  An  individual  who  fails 
to  enroll  during  his  initial  enrollment  period  may  enroll  only 
during  a  general  enrollment  period.  He  must  enroll  within  3 
years  after  the  close  of  his  initial  enrollment  period.  An  in- 
dividual who  does  not  enroll  within  this  3-year  period  is  pre- 
cluded from  enrolling  in  the  supplementary  medical  insur- 
ance plan. 

Example  1:  Ben  attains  age  65  in  August  1966.  He  does  not 
enroll  during  his  initial  enrollment  period— May  1,  1966  through 
November  30,  1966.  If  Ben  wishes  to  be  covered  by  the  supple- 
mentary medical  insurance  plan,  he  must  enroll  during  the  gen- 
eral enrollment  period— October  1,  1967  through  December  31, 
1967,  or  during  the  first  two  months  of  the  1969  general  enroll- 
ment—i.e.,  October  1969  and  November  1969.  Even  though  the 
1969  general  enrollment  period  runs  through  December  of  1969, 
Ben  cannot  enroll  after  November  30,  1969,  the  end  of  the  3-year 
period  after  the  close  of  his  initial  enrollment  period. 

Example  2:  Bernice  attains  age  65  in  June  1968  but  fails  to 
enroll  during  her  initial  enrollment  period— March  1,  1968 
through  September  30,  1968.  Her  3-year  period  therefore  ends  on 
September  30,  1971.  If  Bernice  later  wishes  to  enroll,  she  must 
do  so  within  the  3-month  period  October  1,  1969  through  De- 
cember 31,  1969,  the  one  general  enrollment  falling  within  the 
3  years  after  the  close  of  her  initial  enrollment  period.  After  the 
1969  general  enrollment,  the  next  general  enrollment  period  does 
not  begin  until  October  1,  1971,  which  is  after  the  close  of  Ber- 
nice's  3-year  period. 

B.  Second  enrollment— 3 -year  limitation.  An  individual  whose 
enrollment  has  terminated  may  re-enroll  only  in  a  general 
enrollment  period  that  begins  within  3  years  after  the  effec- 
tive termination  date  of  his  prior  enrollment. 
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Example:  Milt  notified  the  Administration  in  writing  during 
the  general  enrollment  period  beginning  October  1,  1969,  that  he 
no  longer  wished  to  participate  in  the  supplementary  medical  in- 
surance plan.  Thus,  his  enrollment  was  terminated  on  December 
31,  1969.  If  Milt  wishes  to  re-enroll,  he  must  do  so  within  the 
period  October  1,  1971 -December  31,  1971,  the  one  general  en- 
rollment period  beginning  within  3  years  after  the  termination 
date  of  his  prior  enrollment. 

C.  Limitation  on  number  of  enrollments.  No  one  may  enroll  in 
the  supplementary  medical  insurance  plan  more  than  twice. 

2309.     A  STATE  MAY  ENROLL  ELIGIBLE  INDIVIDUALS  RECEIVING  MONEY 

PAYMENTS  UNDER  PUBLIC  ASSISTANCE  PROGRAMS  if  before  January  1, 
1968,  the  State  requests  the  Secretary  of  Health,  Education,  and  Wel- 
fare to  enter  into  an  agreement  enrolling: 

A.  Individuals  receiving  money  payments  under  that  State's  pub- 
lic assistance  plan  approved  imder  title  I  or  title  XVI  of  the 
Social  Security  Act;  or 

B.  Individuals  receiving  money  payments  under  all  that  State's 
plans  approved  under  titles  I,  IV,  X,  XIV,  and  XVI  of  the 
Social  Security  Act.  (See  §  143  for  a  description  of  these  titles.) 

Excluded  from  any  Federal-State  agreement  are  individuals  who 
are  entitled  to  monthly  cash  social  security  benefits  or  to  a  railroad 
retirement  annuity  or  pension,  unless  the  State  requests  inclusion 
before  January  1,  1968,  and  the  agreement  provides,  or  is  modified 
to  provide  that  all  such  individuals  shall  be  members  of  one  or  more 
coverage  groups  specified  in   (A)  and   (B)  above. 

An  individual  is  "eligible"  to  be  enrolled  in  the  supplementary 
medical  plan  under  a  Eederal-State  agreement  only  if  he  meets  the 
eligibility  requirements  in  §  2302  on  the  date  an  agreement  cover- 
ing him  is  entered  into,  or  if  he  meets  these  requirements  at  any 
time  after  that  date  and  before  January  1,  1968.  In  the  case  of  a 
social  security  or  railroad  retirement  beneficiary  covered  by  the 
modification  of  an  agreement,  he  is  "eligible"  if  he  meets  the  re- 
quirements in  §  2302  on  the  date  the  modification  is  entered  into 
or  on  a  later  date  before  January  1,  1968. 

A  person  is  considered  to  be  receiving  money  payments  under 
a  State  public  assistance  plan  if  he  receives  payments  for  the  month 
in  which  the  Federal-State  enrollment  agreement  is  entered  into  or 
for  any  month  after  that  date  and  before  January  1968.  A  social 
security  or  railroad  retirement  beneficiary  who  is  covered  by  the 
modification  of  an  agreement  is  considered  to  be  receiving  money 
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payments  if  he  receives  payments  for  the  month  the  modification  is 
entered  into  or  for  any  later  month  before  January  1968. 

2310.  Only  expenses  incurred  during  an  enrolled  individual's 
COVERAGE  period  ARE  CONSIDERED  FOR  PAYMENT  of  Supplementary 
medical  insurance  benefits.  The  coverage  period  is  also  the  period 
for  which  premium  payments  are  due. 

"Supplementary  medical  insurance  coverage"  means  that  the  in- 
dividual covered  may  have  benefits  paid  to  him  or  on  his  behalf 
for  physician's  services  and  the  medical  and  other  health  services 
described  in  chapter  24,  when  he  incurs  expenses  for  such  services. 
The  beginning  and  ending  dates  of  an  individual's  coverage  period 
are  described  in  §  §  23 1 1-23 1 8. 

2311.  Coverage  period  beginning  date.  A  supplementary  medical 
insurance  coverage  period  can  begin  no  earlier  than  July  1,  1966. 
Aside  from  this,  an  individual's  coverage  period  beginning  date 
depends  on  whether  he: 

A.  Enrolled  during  the  initial  enrollment  period— September  1, 
1965  through  May  31,  1966— for  persons  first  eligible  before 
March  1,  1966  (§2312);  or 

B.  Enrolls  during  his  initial  enrollment  period  based  on  first 
eligibility  after  February  28,  1966,  and  before  July  1,  1966. 
In  this  case,  the  coverage  period  beginning  date  may  also 
depend  on  the  month  within  his  enrollment  period  in  which 
he  enrolls  (§  2313);  or 

C.  Enrolls  during  his  initial  enrollment  period  based  on  first 
eligibility  after  June  30,  1966.  In  this  case,  the  coverage  pe- 
riod begining  date  also  depends  on  the  month  within  his 
enrollment  period  in  which  he  enrolls   (§  2314);  or 

D.  Enrolls  during  a  general  enrollment  period  (§  2315);  or 

E.  Is  enrolled  under  a  Federal-State  agreement   (§  2316). 

As  shown  below,  an  individual's  coverage  period  may,  in  many 
cases,  not  begin  until  some  months  after  he  enrolls  and,  in  some 
cases,  it  may  not  begin  until  as  many  as  9  months  after  he  enrolls. 
In  general,  to  obtain  the  earliest  possible  medical  insurance  coverage 
an  individual  should  enroll  during  the  three  months  in  his  initial 
enrollment  period  that  are  before  the  month  in  which  he  reaches  age 
65. 

2312.  Coverage  beginning  date— initial  enrollment  period 
BASED  ON  FIRST  ELIGIBILITY  BEFORE  MARCH  1,  1966.  If  an  individual 
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attained  age  65  before  March  1,  1966  (and  met  the  other  eligibility 
requirements  in  §  2302  before  that  date),  and  he  enrolled  during 
his  initial  enrollment  period— September  1,  1965  through  May  31, 
1966— his  coverage  period  begins  on  July  1,  1966.  If  he  failed  to  en- 
roll before  June  1,  1966,  but  his  initial  enrollment  period  is  ex- 
tended through  September  30,  1966,  for  good  cause  (§  2306(A)), 
his  coverage  period  begins  on  the  first  day  of  the  sixth  month  after 
the  month  he  enrolls. 

2313.  Coverage  beginning  date— initial  enrollment  period 
based  on  first  eligibility  after  february  28,  1966,  and  before 
JULY  1,  1966.  If  an  individual  attained  age  65  in  the  above  period 
(or  otherwise  became  first  eligible  under  §  2302  in  that  period),  and 

he  enrolled  during  his  initial  enrollment  period,  his  coverage  period 
beginning  date  is  determined  in  accordance  with  either  (A)  or  (B) 
below. 

A.  In  the  case  of  an  individual  who  attained  age  65  (or  other- 
wise became  first  eligible)  in  March  1966,  his  coverage  period 
begins  on: 

1.  July  1,  1966,  if  he  enrolled  before  June  1966;  or 

2.  September  1,  1966,  if  he  enrolled  during  June  1966. 

B.  In  the  case  of  an  individual  who  attained  age  65  in  April, 
May,  or  June  1966  (or  otherwise  became  first  eligible  in  those 
months),  his  coverage  period  begins  on  whichever  is  later: 
July  1,  1966,  or  the  first  day  of  the  month  as  determined  in 
§  2314  below. 

2314.  Coverage  beginning  date— initial  enrollment  period 
BASED  on  FIRST  ELIGIBILITY  AFTER  JUNE  30,  1966.  If  an  individual 
attains  age  65  after  June  30,  1966  (or  othenvise  becomes  first  eligible 
under  §  2302  after  that  date),  and  he  enrolls  in  his  initial  enroll- 
ment period,  his  coverage  period  begins  on  the  first  day  of: 

A.  The  month  in  which  he  attains  age  65,  if  he  enrolls  during 
the  3  months  prior  to  that  month;  or 

B.  The  month  following  the  month  he  enrolls,  if  he  enrolls  dur- 
ing the  month  he  attains  65;  or 

C.  The  second  month  following  the  month  he  enrolls,  if  he  en- 
rolls during  the  month  after  the  month  he  attains  age  65.  In 
other  words,  his  coverage  period  begins  on  the  first  day  of  the 
third  month  following  the  month  he  attains  age  65;  or 

D.  The  third  month  following  the  month  he  enrolls,  if  he  en- 
rolls during  a  month  later  than  the  month  after  the  month 
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he  attains  age  65.  In  other  words,  his  coverage  period  begins 

on  the  first  day  of  either  the  fifth  or  sixth  month  following  the 

month  he  attains  age  65  as  shown  by  the  chart  below. 

In  the  few  cases  where  an  individual's  first  eligibility  depends  on 

some  other  factor  in  §  2302,  substitute  that  factor  for  "attains  age 

65"  in  (A)-(D)  above.  Remember,  also,  that  an  individual  attains 

age  65  on  the  day  before  his  birthday   (§  2306);  in  the  case  of  an 

individual  born  on  the  first  day  of  a  month,  this  may  be  important  in 

determining  the  beginning  date  of  his  coverage  period. 

The  alternatives  in   (A)-  (D)  above  are  illustrated  by  the  follow- 
ing chart. 

INITIAL  ENROLLMENT  PERIOD 


(7  months) 

E-3 

E-2 

E-1 

E 

E+1 

E+2 

E  +  3 

E  +  4 

E  +  5 

E+6 

E+7 

X 

X 

X 

C 

X 

C 

X 

C 

X 

C 

X 

C 

Legend: 

X— month  of  enrollment 

C— first  month  of  coverage  period 

E— month  first  eligible  for  coverage  (ordinarily  month  individual  attains  age  65) 

E— 1   (  —  2,  —3)— first  month  prior  to  E  (etc.) 

E-(-l    (+2,  +3,  etc.)— first  month  after  E  (etc.) 

Example:  John  attains  age  65  (and  is  otherwise  eligible  to 
enroll)  in  April  1967.  Therefore,  his  initial  enrollment  period 
runs  from  January  1,  1967  through  July  31,  1967.  By  reference  to 
the  above  chart,  it  is  seen  that  the  beginning  date  of  John's  cover- 
age period  depends  on  the  month  during  his  enrollment  period 
in  which  he  enrolls,  as  follows: 


Month  o 

f  Enrollment   (X) 

Coverage  Period 

(C)   Begins  On: 

January 

(E-3) 

April  1 

(E) 

February 

(E-2) 

April  1 

(E) 

March 

(E-1) 

April  I 

(E) 

April 

(E) 

May  1 

(E  +  1) 

May 

(E  +  1) 

Julyl 

(E  +  3) 

June 

(E  +  2) 

September  1 

(E  +  5) 

July 

(E  +  3) 

October  1 

(E  +  6) 
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An  individual  must  therefore  enroll  before  the  month  in  which  he 
reaches  age  65  if  he  wants  to  obtain  the  earliest  possible  supple- 
mentary medical  insurance  coverage.  If  he  enrolls  diiring  the  month 
he  reaches  65,  his  coverage  will  be  delayed  until  the  next  month. 
If  he  enrolls  in  the  three-month  period  after  the  month  he  reaches 
65,  his  coverage  will  be  delayed  up  to  6  months  depending  on  the 
month  in  which  he  enrolls. 

2315.  Coverage  period  beginning  date  for  enrollment  during 
GENERAL  ENROLLMENT  PERIOD.  The  covcragc  period  of  an  individual 
who  enrolls  during  a  general  enrollment  period  (October  1  through 
December  31  of  odd-numbered  years)  will  begin  on  July  I  of  the 
year  following  the  year  in  which  he  enrolls. 

2316.  The  coverage  period  beginning  date  for  an  individual 

ENROLLED  UNDER  A  FEDERAL-STATE  AGREEMENT  begins  On  whichever 

of  the  following  is  the  latest: 

A.  July  1,  1966;  or 

B.  Either  the  first  day  of  the  third  month  after  the  month  in 
which  the  Federal-State  agreement  is  entered  into  or  the  first 
day  of  the  third  month  following  the  month  the  modification 
of  an  agreement  is  entered  into  in  the  case  of  a  social  security 
or  railroad  retirement  beneficiary  who  is  enrolled  by  virtue 
of  such  a  modification   (see  §  2309);  or 

C.  The  first  day  of  the  first  month  in  which  he  is  both  eligible 
and  a  member  of  a  public  assistance  coverage  group  specified 
in  the  agreement;  or 

D.  A  date  specified  in  the  agreement  or,  in  the  case  of  a  social 
security  or  railroad  retirement  beneficiary,  a  date  specified 
in  the  modification  (but  neither  date  can  be  later  than  Jan- 
uary 1,  1968). 

2317.  An  individual's  coverage  period  continues  until  his  en- 
rollment IS  terminated.  Enrollment,  and  the  coverage  period, 
terminate  with  the  month  of  death.  However,  enrollment  may  be 
terminated  earlier  as  explained  in  (A),  (B),  and  (C)  below  (or,  in 
the  case  of  an  individual  enrolled  under  a  Federal-State  aa:reement, 
as  explained  in  §  2318). 

A.    An  individual  may  notify  the  Social  Security  Administration 

in  writing,  during  a  general  enrollment  period    (October  1 

through  December  31   of  odd-numbered  years),  that  he  no 

longer  wishes  to  participate  in  the  supplementary  medical  in- 
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surance  plan.  In  this  case,  his  coverage  period  terminates  with 
the  close  of  December  81  of  the  year  in  which  the  Administra- 
tion is  so  notified. 

Note  that  between  July  1  and  October  1  of  odd-numbered 
years,  immediately  preceding  the  general  enrollment  period 
in  those  years,  the  Secretary  publishes  the  monthly  premium 
amount  for  the  two  succeeding  years  (§  2319).  An  enrolled 
person  will  therefore  have  a  chance  to  consider  his  continued 
participation  in  the  voluntary  medical  insurance  plan  in  the 
light  of  any  adjustment  in  the  premium  amount.  He  will  be 
able  to  withdraw  from  the  plan,  if  he  wishes  to  do  so,  before 
the  new  premium  becomes  effective.  In  making  his  decision, 
however,  he  will  want  to  consider  not  only  the  adjustment  in 
the  premium  amount  but  also  (a)  the  possibility  that  he  may 
be  precluded  from  re-enrolling  in  the  plan  under  §  2308  (B) 
or  (C);  and  (b)  if  he  can  re-enroll,  the  percentage  increase  in 
his  premium  amount  required  by  §  2320. 

B.  An  individual  entitled  to  a  monthly  social  security  benefit  or 
railroad  retirement  annuity  or  pension  whose  enrollment 
by  virtue  of  a  Federal-State  agreement  is  terminated,  is  never- 
theless deemed  to  have  enrolled  on  his  own  and  his  supple- 
mentary medical  insurance  coverage  is  continued  (see  §2318 
below).  However,  such  an  individual  may  withdraw  from  the 
plan  if  he  wishes  to  do  so.  Before  the  first  day  of  the  fourth 
month  which  begins  after  the  termination  date  of  his  Federal- 
State  enrollment,  he  may  notify  the  Administration  in  writing 
that  he  no  longer  wishes  to  participate.  His  supplementary 
medical  insurance  coverage  will  then  be  terminated  on  the 
last  day  of  the  third  month  which  begins  after  the  termination 
date  of  his  Federal-State  enrollment. 

C.  Enrollment  may  be  terminated  because  of  nonpayment  of 
premiums.  In  this  case,  the  coverage  period  terminates  as  of 
the  end  of  the  grace  period  provided  for  the  payment  of  the 
overdue  premiums;  however,  if  such  premiums  are  paid  in 
full  on  or  before  the  last  day  of  the  grace  period  (not  to  ex- 
ceed 90  days),  the  coverage  period  will  be  continued. 

2318.    The  coverage  period  of  an  iNDivmuAL  enrolled  under  a 

EEDERAL-STATE    AGREEMENT   TERMINATES   with    the    month    of    death. 

However,  his  coverage  under  the  agreement  may  be  terminated 
earlier  as  follows: 

A,    On  the  last  day  of  the  month  in  which  he  becomes  ineligible 
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(as  determined  by  the  State)  for  money  public  assistance  pay- 
ments of  a  kind  specified  in  the  agreement;  or 

B.  On  the  last  day  of  the  month  before  the  first  month  in  which 
he  becomes  entitled  to  monthly  cash  social  security  benefits 
or  to  a  railroad  retirement  annuity  or  pension,  without  regard 
to  the  retroactivity  of  such  entitlement.  However,  his  enroll- 
ment under  the  agreement  will  not  be  terminated  for  this 
reason  if  the  agreement  provides  for  the  inclusion  of  social 
security  and  railroad  retirement  beneficiaries  in  the  coverage 
group;  or 

C.  The  last  day  of  the  month  in  which  the  Federal-State  agree- 
ment is  terminated. 

But,  if  an  individual's  coverage  under  a  Federal-State  agreement 
is  terminated  under  (A),  (B),  or  (C)  above,  he  will  be  deemed  to 
have  enrolled  in  the  supplementary  medical  insurance  plan  in  the 
initial  enrollment  period  described  in  §  2306  (A).  His  coverage 
period  will  then  continue  until  terminated  because  of  his  death 
or  failure  to  pay  premiums,  or  because  he  notifies  the  Administra- 
tion under  §  2317  (A)  or  (B)  that  he  no  longer  wishes  to  participate 
in  the  supplementary  plan, 

2319.  The  supplementary  medical  insurance  premium  is  |3  a 
month  for  each  month  beginning  with  July  1966  and  ending  with 
December  1967.  The  premium  amount  is  the  same  for  each  enrolled 
person  (except  for  those  subject  to  the  percentage  increase  for  late 
enrollment,  see  §  2320). 

Between  July  1  and  October  1  of  1967  (and  of  each  odd-num- 
bered year  thereafter),  the  Secretary  of  Health,  Education,  and 
Welfare  will  determine  and  publish  the  dollar  amount  of  the 
monthly  premium  for  months  in  the  two  succeeding  calendar  years. 
The  premium  amount  may  be  adjusted  to  take  account  of  changes 
in  medical  and  other  costs  covered  by  the  supplementary  medical 
insurance  plan.  However,  see  §  2317  (A)  for  an  enrolled  individual's 
opportunity  to  withdraw  from  the  voluntary  medical  insurance  plan 
before  an  adjusted  premium  amount  becomes  effective. 

In  the  case  of  an  individual  enrolled  under  a  Federal-State  agree- 
ment, the  monthly  premium  to  be  paid  by  the  State  is  determined  in 
accordance  with  the  above.  However,  the  increase  described  in  § 
2320  below  does  not  apply. 

2320.  The  monthly  premium  amount  of  an  individual  who 

DOES  not  enroll  IN  HIS  INITIAL  ENROLLMENT  PERIOD  IS  INCREASED  by 

10  percent  for  each  full  12  months  in  which  he  could  have  been  but 
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was  not  enrolled.  This  percentage  increase  also  applies  to  an  individ- 
ual who  is  enrolling  for  a  second  time  because  his  first  coverage  pe- 
riod was  terminated.  In  determining  the  percentage  by  which  the 
premium  is  to  be  increased,  there  are  counted: 

A.  The  months  which  elapsed  between  the  close  of  the  individ- 
ual's initial  enrollment  period  and  the  close  of  the  enroll- 
ment period  in  which  he  first  enrolled;  plus 

B.  In  the  case  of  an  individual  who  is  enrolling  for  a  second 
time,  the  months  which  elapsed  between  the  termination  date 
of  his  first  coverage  period  and  the  close  of  the  enrollment 
period  in  which  he  enrolled  for  the  second  time. 

2321.  Premiums  are  payable  during  the  individual's  coverage 
PERIOD.  They  are  payable  beginning  with  the  first  month  of  his 
coverage  period  and  ending  with  the  month  in  which  his  coverage 
period  is  ended  by  his  death  or  for  other  reason. 

2322.  The  premiums  of  an  individual  entitled  to  monthly  cash 
SOCIAL  security  BENEFITS  are  collected,  whenever  possible,  by  de- 
ducting them  from  his  monthly  benefit  checks  (except  that  where 
he  is  enrolled  under  a  Federal-State  agreement,  the  State  pays  the 
premiums— see  §  2326).  When  an  individual  becomes  entitled  to 
monthly  benefits  after  the  first  month  of  his  supplementary  medical 
insurance  coverage,  any  premiums  due  and  unpaid  are  deducted 
from  his  first  benefit  check.  The  beneficiary  may  not  pay  the  pre- 
miums in  cash  to  avoid  deductions  from  his  monthly  benefits;  the 
purpose  is  to  keep  collection  costs  at  a  minimum.  However,  if  his 
monthly  benefits  are  not  payable  for  some  reason  (e.g.,  because 
he  is  subject  to  work  deductions  under  the  annual  earnings  test 
in  §  1801),  so  that  the  premiums  cannot  be  collected  by  deducting 
them  from  monthly  benefit  checks,  he  may  be  required  to  pay  by 
direct  remittance  (see  §  2327  below). 

2323.  The  premiums  of  a  railroad  retirement  beneficiary  are 
collected,  whenever  possible,  by  deducting  them  from  his  monthly 
annuity  or  pension  payments  (except  that  where  he  is  enrolled  un- 
der a  Federal-State  agreement,  the  State  pays  the  premiums— see  § 
2326).  When  an  individual  becomes  entitled  to  an  annuity  or  pen- 
sion after  the  first  month  of  his  supplementary  medical  insurance 
coverage,  any  premiums  due  and  unpaid  are  deducted  from  his 
first  check. 
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2324.  The  premiums  of  an  individual  entitled  to  both  social 
SECURITY  and  RAILROAD  RETIREMENT  BENEFITS  are  Collected  by  de- 
ducting them  from: 

A.  His  monthly  cash  social  security  benefits  if  he: 

1.  Is  entitled  to  both  social  security  benefits  and  a  railroad 
retirement  annuity  or  pension  at  the  time  of  enrollment; 
or 

2.  Is  entitled  only  to  social  security  benefits  at  the  time  of 
enrollment,  or  he  becomes  entitled  to  such  benefits  after 
enrollment  but  before  he  becomes  entitled  to  a  railroad 
retirement  annuity  or  pension;  or 

3.  Becomes  simultaneously  entitled  to  both  social  security 
benefits  and  a  railroad  retirement  annuity  or  pension  and 
the  first  month  for  which  he  is  entitled  to  the  social  se- 
curity benefits  is  earlier  than,  or  the  same  as  the  first 
month  for  which  he  is  entitled  to  the  annuity  or  pension. 

B.  His  railroad  retirement  annuity  or  pension  if  he: 

1.  Is  entitled  only  to  a  railroad  retirement  annuity  or  pen- 
sion at  the  time  of  enrollment,  or  he  becomes  entitled  to 
an  annuity  or  pension  after  enrollment  but  before  he  be- 
comes entitled  to  monthly  social  security  benefits;  or 

2.  Becomes  simultaneously  entitled  to  both  a  railroad  re- 
tirement annuity  or  pension  and  monthly  social  security 
benefits  and  the  first  month  for  which  he  is  entitled  to  the 
annuity  or  pension  is  earlier  than  the  first  month  for 
which  he  is  entitled  to  the  social  security  benefits. 

2325.  The  premiums  of  a  federal  civil  service  annuitant  are 
collected,  whenever  possible,  by  deducting  them  from  installments 
of  his  civil  service  annuity.  He  may  also  authorize  that  his  spouse's 
premiums  be  deducted  from  his  annuity  if  the  spouse  is  entitled 
neither  to  monthly  cash  social  security  benefits  nor  to  a  railroad 
retirement  pension  or  annuity.  The  annuitant  may,  however,  with- 
draw this  authorization  at  any  time  subject  to  timely  notification 
to  his  spouse. 

The  premiums  of  a  civil  service  annuitant  are  collected,  upon 
notice  from  the  Secretary  of  Health,  Education,  and  Welfare  to  the 
Civil  Service  Commission,  in  such  manner  and  at  such  time  as  the 
Civil  Service  Commission  determines. 

2326.  The  premiums  of  an  individual  enrolled  under  a  fed- 
eral-state agreement  for  coverage  of  money  public  assistance 
recipients  are  paid  by  the  State  which  enrolled  him. 
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2327.  Premiums  will  be  paid  by  direct  remittance  in  certain 
circumstances.  Direct  payment  will  be  made  by  individuals  who  are 
not  enrolled  under  a  Federal-State  agreement  and  who  are: 

A.  Not  entitled  to  a  monthly  cash  social  security  benefit,  a  rail- 
road retirement  annuity  or  pension,  or  a  Federal  civil  service 
annuity;  or  ~^ 

B.  Entitled  to  a  benefit  as  in  (A)  above,  but  for  some  reason 
the  benefit  cannot  be  paid  to  them  during  the  period  in 
question. 

These  individuals  are  billed  by  mail  on  a  quarterly  basis.  A  re- 
turn envelope  addressed  to  the  servicing  social  security  payment 
center  is  enclosed  with  the  premium  notice.  The  enrollee  should 
make  a  check  or  money  order  payable  to  "Social  Security  Medical 
Insurance"  and  send  his  remittance  along  with  the  premium  notice 
to  the  servicing  payment  center  before  the  due  date. 

2328.  Any  overpayment  of  premiums  due  to  the  death  of  an 
enrolled  individual  is  an  asset  of  his  estate.  The  Social  Security 
Administration  will  refund  the  overpayment  upon  request  by  an 
appropriate  representative  of  the  estate. 

2329.  "Good  cause"  for  failure  to  enroll  during  the  initial 
ENROLLMENT  PERIOD  ENDING  MAY  31,  1966.  An  individual  first  eligi- 
ble to  enroll  before  March  1966  who  fails  to  enroll  before  June 
1966,  may  enroll  at  any  time  before  October  1966  if  he  shows  that 
he  had  "good  cause"  for  his  failure.  He,  or  his  representative,  must 
show  to  the  satisfaction  of  the  Administration  based  on  a  credible 
explanation  of  the  circumstances  that  "good  cause"  exists  because 
his  failure  to  enroll  was  due  to: 

A.  Circumstances  beyond  his  control,  such  as  extended  illness, 
mental  or  physical  impairment,  communication  difficulties; 

B.  Incorrect  or  incomplete  information  furnished  by  official 
sources  to  him  or  another  person  acting  on  his  behalf; 

C.  Difficulty  he  encountered  in  obtaining,  within  a  reasonable 
time  before  the  end  of  the  initial  enrollment  period,  an  en- 
rollment form  and  information  about  supplementary  medical 
insurance  including  the  manner  of  enrollment  and  the  time 
limit  that  applies; 

D.  Bona  fide  unawareness  or  misunderstanding  of  the  need  to  en- 
roll within  the  prescribed  time  period  or  of  the  nature  of 
supplementary  medical  insurance  coverage; 
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E.  Other  circumstances  (as  a  result  of  which  he  was  deterred 
from  enrolling)  in  the  light  of  which  it  would  be  clearly  in- 
equitable to  deny  him  a  second  chance  to  enroll. 
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Chapter  24 

Supplementary  Medical  Insurance 
Benefits 


2400.  General. 

2401.  Supplementary  medical  insurance  pays  for  certain  services. 

2402.  Physicians'  services,  including  surgery. 

2403.  Medical  and  other  health  services. 

2404.  Items,  supplies,  etc.  incidential  to  a  physician's  services. 

2405.  Diagnostic  tests  performed  in  an  independent  laboratory. 

2406.  Ambulance  service. 

2407.  Home  health  services. 

2408.  Payment  to  hospital,  extended  care  facility,  home  health  agency. 

2409.  Figuring  the  amount  of  medical  benefits  payable. 

2410.  Total  expenses  defined. 

2411.  Group-practice  prepayment   plan   may   be  paid  based  on   reasonable  cost. 

2412.  Supplementary  medical  benefits  may  not  be  paid  for  expenses  covered  by 
hospital  insurance. 

2413.  Expenses  incurred  for  treatment  of  mental  illness. 

2414.  Outpatient  hospital  diagnostic  deductible  may  be  counted  as  expense. 

2415.  $50  deductible. 

2416.  Supplementary  medical  plan  pays  80  percent. 

2417.  Patient  is  responsible  for  20  percent. 

2418.  Supplementary  medical  benefits  may  be  paid  either  to  physician  or  patient. 

2419.  Patient  may  be  paid  benefits  for  medical  and  other  health  services. 

2420.  Conditions  for  payment   to   hospital,  extended   care   facility,   or   home   health 
agency. 

2421.  Hospital,  extended  care  facility,  or  home  health  agency  must  agree  to  charge 
only  certain  amounts. 

2422.  When  supplementary  medical  benefits  cannot  be  paid. 

2423.  Overpayments  of  supplementary  medical  benefits. 

2424.  Reasonable  charge  is  basis  for  payment  to  physicians. 

2425.  Reasonable  cost  as  basis  for  paying  supplementary  medical  benefits. 

2426.  Social  Security  Administration  contracts  with  intermediaries  to  administer  plan. 

2427.  Definition  of  "carrier." 

2428.  Map  of  supplementary  medical  insurance  intermediaries— 1966. 

2400.  The  supplementary  medical  insurance  plan  (Part  B  of 
title  XVIII  of  the  Social  Security  Act)  is  a  voluntary  plan  which 
builds  upon  the  hospital  insurance  protection  provided  in  the  basic 
plan.  It  provides  insurance  protection  covering  physicians'  and 
surgeons'  services,  additional  home  health  services,  and  a  variety  of 
other  health  services  not  included  in  the  basic  plan.  This  chapter 
discusses  the  types  of  services  for  which  medical  benefits  can  be  paid, 
amounts  paid,  and  limitations  and  conditions  for  payment.  The 
rules  on  enrollment  and  payment  of  premiums  to  obtain  supple- 
mentary medical  insurance  coverage  are  discussed  in  chapter  23. 
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Basic  responsibility  for  administration  of  the  supplementary  medi- 
cal insurance  plan  rests  with  the  Secretary  of  Health,  Education, 
and  Welfare  (referred  to  below  as  the  "Secretary").  Within  this 
authority,  primary  program  and  administrative  responsibility  is  in 
the  Social  Security  Administration.  The  Administration  contracts 
with  "carriers"  to  act  as  intermediaries  in  administering  the  plan 
(See  §  2426). 

2401.  The  supplementary  medical  insurance  plan   pays  the 

FOLLOWING  benefits: 

A.  Payments  either  to  or  on  behalf  of  a  patient  for: 

1.  Physicians'  services,  including  surgery  (§  2402);  and 

2.  Medical  and  other  health  services  (§  2403)  furnished  by 
non-physician  parties  that  are  not  hospitals,  extended 
care  facilities,  or  home  health  agencies;  and 

B.  Payments  on  behalf  of  a  patient  for: 

1.  Home  health  services  for  up  to  100  visits  during  a  calendar 
year   (without  any  requirement  of  prior  hospitalization) 

(§  2407);  and 

2.  Medical  and  other  health  services  (§  2403)  (other  than 
physicians'  services)  furnished  by,  or  under  arrange- 
ments made  by  a  hospital,  extended  care  facility,  or  home 
health  agency  that  is  participating  in  the  health  insurance 
plans   (See§§  2222,  2237,  2248). 

The  above  benefits  will  be  paid  only  where  the  services  are  fur- 
nished in  the  United  States  (§  2422). 

Note  that  the  method  of  payment  for  services  in  (A)  above  per- 
mits medical  insurance  benefits  to  be  paid  to  the  patient.  This  dif- 
fers from  (B)  above  and  from  the  method  for  paying  hospital  insur- 
ance benefits— where  benefits  can  be  paid  only  to  the  "provider  of 
services." 

In  addition,  medical  insurance  benefits  for  physicians'  and  sur- 
geons' services  (and  for  medical  and  other  health  services  under 
(A)  above)  are  based  on  the  reasonable  charges  for  the  services  (§ 
2424).  Medical  insurance  benefits  under  (B)  above  and  hospital  in- 
surance benefits  are  paid  on  the  basis  of  reasonable  cost. 

2402.  Physicians'  services  means  professional  services  performed 

by  physicians  (as  defined  below)  including  surgery;  consultation; 
and  home,  office,  and  institutional  calls.  The  term  does  not  include 
services  provided  in  a  hospital  by  an  intern  or  resident-in-training 
under  an  approved  teaching  program  as  described  in  §  2219. 
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Physician  is  defined  as: 

A.  A  doctor  of  medicine  or  osteopathy  who  is  legally  authorized 
to  practice  medicine  and  surgery  in  the  State  in  which  he 
performs  such  services  (including  an  osteopathic  practitioner 
within  the  scope  of  his  practice  as  defined  by  State  law);  or 

B.  A  doctor  of  dentistry  or  of  dental  or  oral  surgery  who  is  legally 
authorized  to  practice  dentistry  by  the  State  in  which  he  per- 
forms such  services,  but  only  with  respect  to: 

1.  Surgery  related  to  the  jaw  or  any  structure  contiguous  to 
the  jaw,  or 

2.  The  reduction  of  any  fracture  of  the  jaw  or  any  facial 
bone. 

Thus,  medical  benefits  may  be  paid  for  the  surgery  described  in 
(B)  above,  regardless  of  whether  it  is  performed  by  a  qualified 
physician  or  dentist.  However,  neither  medical  nor  hospital  benefits 
can  be  paid  for  routine  dental  work  (§  2260  (E)). 

2403.    Medical  insurance  benefits  may  be  paid  for  medical  and 
OTHER  HEALTH  SERVICES,  but  Only  the  following: 

A.  Physicians' and  surgeons' services  (§2402); 

B.  Services  and  supplies  of  the  kind  which  are  incidental  to  a 
physician's  services  and  furnished  in  his  office  either  without 
charge  or  included  in  his  bill  (§  2404).  This  includes  drugs 
and  biologicals  which  cannot  be  self-administered; 

C.  Hospital  services  incident  to  a  physician's  services  to  an  out- 
patient (§  2404).  This  includes  drugs  and  biologicals  which 
cannot  be  self-administered; 

D.  Diagnostic  X-ray  tests,  diagnostic  laboratory  tests,  and  other 
diagnostic  tests  (but  see  §  2405  for  tests  performed  by  an 
independent  laboratory); 

E.  X-ray,  radium,  and  radioactive  isotope  therapy,  including  ma- 
terials and  services  of  technicians; 

F.  Surgical  dressings,  and  splints,  casts  and  other  devices  for  re- 
duction of  fractures  and  dislocations; 

G.  Rental  of  durable  medical  equipment  such  as  wheelchairs, 
hospital  beds,  oxygen  tents,  and  iron  lungs  used  in  the  pa- 
tient's residence  (including  an  institution  used  as  his  home); 

H.    Ambulance  service,  under  certain  circumstances  (see  §  2406); 
I.      Prosthetic  devices    (other  than  dental)  which  replace  all  or 

part  of  an  internal  body  organ,  including  replacement  of  such 

devices;  and 
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J.     Leg,  arm,  back,  and  neck  braces,  and  artificial  legs,  arms  and 

eyes,  including  replacements  where  necessary  because  of  a 

change  in  the  patient's  condition. 

However,  medical  insurance  benefits  cannot  be  paid  for  the  above 

items  and  services  if  they  otherwise  constitute  inpatient  hospital 

services,  extended  care  services,  or  home  health  services  covered  by 

the  basic  hospital  insurance  plan. 

2404.  Items,  supplies,  etc.  incidental  to  a  physician's  personal 
SERVICES  in  the  hospital,  clinic,  home,  or  office  ^vill  be  covered  by  the 
supplementary  medical  insurance  plan.  Also,  they  will  be  covered 
by  this  plan  regardless  of  whether  the  bills  are  rendered  by  the 
physician,  another  party,  or  both.  For  example,  a  laboratory  test 
will  be  covered  by  the  supplementary  medical  plan  whether  per- 
formed in  the  physician's  office  or  whether  the  physician  sends  the 
specimen  to  an  independent  laboratory,  and  regardless  of  whether 
the  physician  or  the  laboratory  bills  the  patient. 

2405.  Medical  insurance  benefits  may  be  paid  for  diagnostic 

TESTS   performed   IN   AN    INDEPENDENT   LABORATORY,    but   Only  if  the 

laboratory: 

A.  When  situated  where  State  or  local  law  provides  for  licensing 
this  type  of  establishment,  either  is  licensed  or  is  approved 
by  the  appropriate  licensing  agency  as  meeting  the  standards 
for  licensing;  and 

B.  Meets  such  other  standards,  relating  to  the  health  and  safety 
of  medical  insurance  beneficiaries  who  receive  diagnostic 
tests,  as  the  Secretary  may  find  necessary. 

An  "independent  laboratory"  is  one  which  is  independent  of  a 
hospital  or  physician's  office.  The  laboratory  a  physician  maintains 
to  perform  diagnostic  tests  in  his  own  practice  is  exempt  from  the 
standards  in  (A)  and  (B);  but  if  a  physician  operates  a  laboratory 
which  performs  diagnostic  work  referred  by  other  physicians,  the 
laboratory  must  meet  these  standards  for  medical  insurance  benefits 
to  be  paid. 

2406.  Medical  insurance  benefits  may  be  paid  for  ambulance 
SERVICE  but  only  if: 

A.  Use  of  other  methods  of  transportation  is  contraindicated  by 
the  patient's  condition;  and 

B.  He  is  transported  to  the  nearest  hospital  with  appropriate 
facilities,  or  to  one  in  the  same  locality;  or,  under  similar 
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restrictions,  from  one  hospital  to  another,  to  his  home,  or  to 
an  extended  care  facility;  and 
C.    Such  transportation  is  not  merely  for  the  patient's  conven- 
ience. 

2407.  Medical  insurance  benefits  may  be  paid  for  home  health 
SERVICES.  These  benefits  are  in  addition  to  the  benefits  for  home 
health  services  provided  by  the  basic  hospital  insurance  plan.  There 
is  no  requirement  under  the  supplementary  medical  plan  that  the 
home  health  services  be  related  to  a  prior  stay  as  an  inpatient  of  a 
hospital  or  extended  care  facility.  Otherwise,  however,  the  rules 
are  the  same  under  both  plans  for  participation  of  home  health 
agencies  (§  2249),  the  items  and  services  which  are  "home  health 
services"   (§  2243),  and  the  manner  in  which  a  visit  will  be  charged 

(§  2242). 

Medical  benefits  may  be  paid  for  up  to  100  home  health  visits  in 
a  calendar  year.  However,  since  benefits  may  be  paid  for  home 
health  services  under  both  the  hospital  and  the  medical  insurance 
plans,  independently  of  each  other,  it  is  possible  for  a  patient  pro- 
tected under  both  plans  to  have  health  insurance  benefits  paid  for 
more  than  100  home  health  visits  within  a  one-year  period.  For  ex- 
ample, hospital  benefits  might  be  paid  on  a  patient's  behalf  for  60 
home  health  visits  he  receives  after  hospitalization  during  a  6- 
month  "spell  of  illness"  in  1967.  During  the  same  calendar  year 
1967,  supplementary  medical  benefits  might  be  paid  for  80  addi- 
tional visits  he  receives  for  another  medical  condition  that  did  not 
require  prior  hospitalization. 

2408.  Medical  insurance  benefits  may  be  paid  to  a  participat- 
ing hospital,  ex iended  care  facility,  or  home  health  agency  for 

medical  and  other  health  services"  (§  2403)  (other  than  physicians' 
services)  which  do  not  constitute  inpatient  hospital  services,  ex- 
tended care  services,  or  home  health  services.  Under  this  provision, 
medical  insurance  benefits  may  be  paid  to  a  hospital  for  certain 
outpatient  services  not  covered  under  the  hospital  insurance  plan 
because  they  are  therapeutic  rather  than  diagnostic  (See  §  2251). 

Not  only  may  medical  benefits  be  paid  where  medical  and  other 
health  services  are  furnished  by  a  "provider,"  but  also  if  they  are 
furnished  under  arrangements  made  by  a  "provider."  Where  serv- 
ices are  furnished  by  others  under  an  arrangement,  however,  there 
must  be  an  agreement  under  which  the  receipt  of  payment  by  the 
hospital,  extended  care  facility,  or  home  health  agency  will  com- 
pletely discharge  the  patient's  financial  liability  (or  the  financial 
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liability  of  any  other  person).  This  rule  also  applies  to  the  payment 
of  hospital  insurance  benefits.  It  does  not  matter  whether  the  "pro- 
vider" will  receive  payment  in  its  own  right  or  as  an  agent. 

2409.  Figuring  the  amount  of  medical  insurance  benefits  pay- 
able. A  calendar  year  is  the  period  of  time  used  to  figure  the  amount 
of  medical  benefits  payable.  The  "total  expenses  incurred"  (§  2410) 
by  a  patient  in  a  calendar  year  is  first  reduced  by  the  supplementary 
medical  insurance  deductible  (§  2415).  The  medical  insurance  plan 
then  pays  80  percent  of  the  remainder  (§  2416). 

Example:  In  1967,  Howard's  "total  expenses  incurred"  for 
covered  services  are  $800.  The  total  supplementary  medical  in- 
surance benefits  payable  in  1967  are  $600  computed  as  follows: 

Incurred  Expense  $800 

Deductible  —50 


750 
Reimbursement  Percentage  X80% 

Medical  Benefits  Payable  $600 

Since  the  amount  of  medical  benefits  payable  is  related  to  ex- 
penses incurred  in  a  calendar  year,  the  period  of  time  governing 
these  benefits  is  different  from  the  period  of  time  governing  hospital 
benefits— where  payment  is  related  to  the  patient's  "spell  of  illness." 

2410.  The  "total  expenses  incurred"  in  a  calendar  year  by  the 
patient  is  the  basis  for  determining  the  amount  of  supplementary 
medical  insurance  benefits  payable  for  that  year. 

In  computing  the  "total  expenses  incurred,"  there  must  first  be 
excluded: 

•  Expenses  which  are  covered  by  the  basic  hospital  insurance  plan 
(§  2412);  and 

•  Expenses  which  were  not  incurred  in  the  patient's  coverage 
period  (§2310-2318);  and 

•  Expenses  for  the  treatment  of  mental  illness  in  excess  of  the 
yearly  maximum   (§  2413). 

The  "total  expenses  incurred"  by  the  patient  in  a  calendar  year  is 
then  the  total  of: 

A.    The  reasonable  charges  to  him  for: 

1.  Physicians'  and  surgeons'  services;  and 

2.  Medical  and  other  health  services  furnished  by  non-physi- 
cian parties  that  are  not  hospitals,  extended  care  facilities, 
or  home  health  agencies  (but  group  practice  prepayment 
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plans  can  elect  to  be  paid  medical  benefits  based  on  rea- 
sonable cost,  see  §  2411);  plus 

B.  The  reasonable  cost  of: 

1.  Home  health  services;  and 

2.  Medical  and  other  health  services  furnished  by,  or  under 
arrangements  made  by,  a  hospital,  extended  care  facility 
or  home  health  agency;  plus 

C.  The  amount  of  any  deductible  imposed  under  the  hospital 
insurance  plan  for  outpatient  hospital  diagnostic  services  (see 
§§  2414  and  2252(A)). 

2411.  A  GROUP-PRACTICE  PREPAYMENT  PLAN  MAY  ELECT  TO  BE  PAID 
MEDICAL    INSURANCE    BENEFITS    BASED    ON    THE    REASONABLE    COST    of 

covered  services  it  furnishes  (or  arranges  for)  its  members.  It  may 
make  this  election  even  though  it  is  not  a  "provider  of  services"  (a 
hospital,  extended  care  facility,  or  home  health  agency).  It  must 
agree,  however,  to  charge  patients  to  whom  services  are  furnished 
no  more  than  20  percent  of  the  reasonable  cost  plus  the  amount  of 
any  deductible. 

Under  group-practice  prepayment  plans  there  is  usually  no  charge 
for  a  specific  service,  the  physician  being  paid  by  the  plan  on  a 
salary  or  other  basis  unrelated  to  reimbursement  for  a  specific  serv- 
ice. Among  the  bases  permitted  for  reasonable  cost  determination  is 
the  calculation  of  costs  on  a  per  capita  basis— the  one  which  the 
plans  generally  use  for  their  members. 

An  organization  may  be  considered  to  be  a  group  practice  pre- 
payment plan  if  it  has  a  formal  arrangement  with  the  equivalent 
of  three  or  more  full-time  physicians,  to  provide  certain  health  serv- 
ices, generally  on  a  non-fee-for-service  basis,  to  the  plan's  members 
who  contribute  in  advance  toward  the  cost  of  the  services  through 
the  payment  of  premiums  or  dues.  Examples  of  group-practice  pre- 
payment plans  are  the  Kaiser  Foundation  Health  Plan  on  the  west 
coast;  Health  Insurance  Plan  of  New  York;  Group  Health  Associa- 
tion, Washington,  D.C.;  Group  Health  Cooperative  of  Puget  Sound 
in  the  State  of  Washington;  and  the  Community  Health  Association 
of  Detroit. 

2412.  Medical  insurance  benefits  may  not  be  paid  for  ex- 
penses COVERED  BY  THE  HOSPITAL  INSURANCE  PLAN.  It  doeS  UOt  matter 

that  hospital  insurance  benefits  were  not  actually  paid  if  they  would 
have  been  paid  except  that  the  expenses  involved  were  used  in  satis- 
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fying  a  deductible  or  other  amount  by  which  hospital  insurance 
benefits  are  reduced  (e.g.,  the  $40  inpatient  hospital  deductible,  or 
the  $10  a  day  inpatient  hospital  coinsurance  amount).  An  exception 
is  made  regarding  amounts  paid  by  an  individual  toward  the  out- 
patient hospital  diagnostic  deductible  (See  §  2410(C)). 

2413.  Where  expenses  are  incurred  for  the  treatment  of  men- 
tal ILLNESS,  "total  expenses  incurred"  may  be  limited  to  a  specified 
yearly  maximum.  For  the  purposes  of  §  2410,  "total  expenses  in- 
curred" by  a  patient  for  the  treatment  of  mental,  psychoneurotic,  or 
personality  disorders  while  he  is  not  a  hospital  inpatient,  will  be 
limited  in  any  calendar  year  to  the  lesser  of: 

A.  $312.50,  or 

B.  6214  percent  of  the  actual  expenses. 

In  effect,  this  limits  the  amount  of  supplementary  medical  in- 
surance benefits  that  can  be  paid  for  the  treatment  of  mental  illness 
to  a  yearly  maximum  of  $250. 

Example  1 :  In  1967,  Joe  receives  treatment  at  his  phychia- 
trist's  office  for  a  psychoneurotic  disorder.  The  psychiatrist's  rea- 
sonable charges  are  $500.  Of  this  amount,  only  $312.50  can  be 
counted  as  an  incurred  expense  for  payment  of  supplementary 
medical  insurance  benefits.  If  Joe  has  already  paid  the  medical 
insurance  deductible  based  on  other  expenses,  the  supplementary 
medical  insurance  benefit  payable  is  $250  (Case  1  below).  If  he 
has  not  already  paid  the  deductible,  the  medical  insurance  benefit 
payable  is  $210  (Case  2  below). 


Incurred  Expense 
Deductible 

Reimbursement  Percentage 

Medical  Benefits  Payable  $250.00         $210.00 

Example  2:  Bill's  first  medical  expense  in  1967  is  for  psycho- 
analytic treatments  he  receives  from  a  psychiatrist  at  his  office. 
The  reasonable  ciiarge  for  these  treatments  is  $300.  The  incurred 
expenses  and  the  supplementary  medical  insinance  benefit  pay- 
able is  computed  as  follows: 
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Case  1 

Case  2 

$312.50 

$312.50 

(already 

ncurred) 

-50.00 

312.50 

262.50 

X80% 

X80% 

Actual  expenses  $300.00 

Expense  percentage  X62i/2% 
Incurred  expenses  187.50 

Deductible  —50.00 


137.50 
Reimbursement  percentage  -^A  X80% 

Medical  insurance  benefit  payable  $110.00 

2414.  The  amount  of  any  deductible  for  outpatient  hospital 
DIAGNOSTIC  services  imposcd  under  the  basic  hospital  insurance 
plan  can  be  counted  in  "total  expenses  incurred"  under  the  supple- 
mentary medical  insurance  plan— it  counts  toward  satisfying  the  $50 
deductible  and,  where  the  $50  deductible  has  been  met,  it  counts 
as  an  expense  for  which  supplementary  medical  benefits  may  be 
paid.  This  permits  outpatient  diagnostic  services  to  be  treated  the 
same  under  the  hospital  and  supplementary  medical  plans  no  mat- 
ter who  furnishes  them,  i.e.,  outpatient  hospital  diagnostic  services 
and  other  outpatient  diagnostic  services  are  covered  on  a  compar- 
able basis. 

Example:  Paul  incurred  expenses  of  $75  covered  under  the 
hospital  insurance  plan  for  an  outpatient  hospital  diagnostic 
study.  He  paid  $31  of  the  expenses  (a  $20  outpatient  hospital 
deductible  plus  an  $11  coinsurance  amount;  i.e.,  20%  of  $55) 
and  the  remaining  $44  was  paid  by  the  hospital  insurance  plan. 
The  diagnostic  study  was  followed  by  a  series  of  visits  to  his  physi- 
cian's office  for  which  Paul  incurred  expenses  covered  under  the 
supplementary  medical  insurance  plan  amounting  to  $100.  All 
of  Paul's  medical  expenses  were  incurred  during  one  calendar 
year.  Since  the  amount  of  an  outpatient  hospital  diagnostic  de- 
ductible is  counted  in  "total  expenses  incurred,"  Paul's  expenses, 
for  purposes  of  determining  the  medical  insurance  benefits  pay- 
able, came  to  $120  ($100  covered  expenses  plus  the  $20  outpatient 
deductible). 

2415.  The  patient  is  responsible  for  a  $50  supplementary  medi- 
cal INSURANCE  deductible  IN  A  CALENDAR  YEAR.  In  Other  words,  he 
must  incur  this  amount  of  expenses  (§  2410)  before  supplementary 
medical  insurance  benefits  become  payable. 

However,  in  computing  the  $50  deductible  in  any  calendar  year, 
the  patient  may  include  (carry  over)  the  amount  of  any  expenses 
he  incurred  in  the  last  3  months  of  the  preceding  year  which  were 
applied  to  the  $50  deductible  for  that  year.  This  special  carryover 
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provision  avoids  requiring  persons  with  substantial  costs  at  the  end 
of  one  year  to  meet  the  deductible  perhaps  early  in  the  next  year 
as  though  they  had  no  prior  bills. 

2416.  The  supplementary  medical  insurance  plan  pays  80  per- 
cent of  the  "total  expense  incurred"  (§  2410)  in  a  calendar  year, 
after  the  medical  insurance  deductible  (§  2415)  has  been  subtracted. 
The  patient  is  responsible  for  the  remaining  20  percent;  this  per- 
cent   is    called    the    supplementary    medical    coinsurance    amount 

(§  2417). 

2417.  The  patient  is  responsible  for  a  supplementary  medical 
coinsurance  amount  equal  to  20  PERCENT  of  the  reasonable 
charges  for  services  furnished  to  him  in  a  calendar  year  reduced  by 
the  medical  insurance  deductible  (§  2415).  Where  supplementary 
medical  benefits  are  paid  on  the  basis  of  a  receipted  bill  rather  than 
under  an  assignment,  the  supplementary  medical  plan  will  not  pay 
any  amount  in  excess  of  80  percent  of  the  reasonable  charges  for  the 
services  furnished.  This  can  result  in  the  patient  paying  more  than 
20  percent  of  the  total  physician's  fees  (or  of  the  total  bill  for  medi- 
cal and  other  health  services  furnished  by  other  than  a  "provider  of 
services"). 

Example:  Bob's  physician  has  sent  him  a  bill  for  $435.  Bob  pays 
and  submits  the  receipted  bill  for  payment  under  the  supple- 
mentary insurance  plan.  The  reasonable  charges  for  the  physi- 
cian's services  are  determined  to  be  $400.  Assuming  Bob  has 
already  paid  the  $50  deductible,  the  medical  insurance  plan  will 
pay  him  $320  (80  percent  of  $400).  The  plan  cannot  pay  any  part 
of  the  $85  difference  between  the  reasonable  charges  and  the 
total  bill. 

Where  the  physician  has  agreed  to  assignment  he  must  accept  the 
reasonable  charge  as  his  full  fee   (§  2418  (B)). 

2418.  Medical  insurance  benefits  for  physicians'  services  may 

BE  PAID  EITHER  TO  THE  PHYSICIAN  OR  THE  PATIENT.  Which  method  is 

used  is  up  to  the  physician  and  his  patient. 

A.    Supplementary  medical  insurance  benefits  may  be  paid  to 
the  patient  if: 

1.  He  signs  and  files  a  written  claim  for  payment  (or  this  is 
done  for  him  by  a  qualified  person).  Form  SSA-1490 
(Request  for  Payment)  has  been  especially  designed  for 
this  purpose;  it  should  be  forwarded  to  the  appropriate 
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intermediary  that  pays  medical   insurance  benefits    (see 
§  2426);  and 

2.  It  is  established  that  the  services  or  items  furnished  are 
"medical  and  other  health  services"  (§  2403)  for  which 
medical  benefits  may  be  paid;  and 

3.  A  receipted  bill  is  submitted  showing  in  detail  the  serv- 
ices and  items  provided  and  the  amount  actually  paid. 

B.    Supplementary  medical  insurance  benefits  will  be  paid  to  the 
physician  if: 

1.  The  patient  executes  an  assignment  of  benefits  to  the 
physician.  Form  SSA-I490  contains  appropriate  space 
for  this;  and 

2.  The  assignment  is  properly  and  timely  filed;  and 

3.  Sufficient  evidence  is  submitted  to  establish  that  the  serv- 
ices or  items  furnished  are  "medical  and  other  health 
services"  for  which  medical  benefits  may  be  paid;  and 

4.  The  physician  to  whom  the  assignment  has  been  made: 

(a)  Agrees  that  the  reasonable  charge  for  the  services 
shall  be  the  full  charge;  and 

(b)  Agrees  not  to  charge  the  patient  an  amount  in  excess 
of  the  sum  of  20  percent  of  the  reasonable  charges 
and  the  amount  of  the  deductible,  if  any. 

Although  claims  for  payment  of  medical  insurance  benefits  will 
be  handled  by  intermediaries,  social  security  district  offices  are  avail- 
able to  assist  covered  individuals  in  presenting  such  claims;  this 
includes  help  in  completing  Form  SSA-1490. 

2419.  The  patient  may  be  PAm  medical  benefits  for  medical 
AND  OTHER  HEALTH  SERVICES  fumishcd  to  him  by  a  non-physician 
party  that  is  not  a  hospital,  extended  care  facility,  or  home  health 
agency  (§  2401  (A)  (2)).  Conversely,  the  medical  benefits  for  such 
services  may  be  paid  to  the  person  or  organization  that  furnished 
them.  The  rules  for  payment  to  the  one  or  the  other  are  the  same 
as  in  §  2418  above. 

2420.  Certain  conditions  must  be  met  for  medical  benefits  to 
be  paid  to  a  hospital,  extended  care  facility,  or  home  health 
agency.  Supplementary  medical  benefits  may  be  paid  to  a  "pro- 
vider" that  is  participating  in  the  health  insurance  plans  (see  §§ 
2222,  2237,  2248).  Payment  will  be  made  on  behalf  of  a  patient  for 
the  home  health  services,  and  medical  and  other  health  services  de- 
scribed in  §  2401  (B)  if: 
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A.  A  written  request  for  payment  of  supplementary  medical  in- 
surance benefits  is  filed.  This  request  must  be  signed  by  the 
patient  (or  by  another  person  qualified  to  sign  on  the  pa- 
tient's behalf);  and 

B.  A  physician  certifies,  and  recertifies  when  required,  that: 

1.  In  the  case  of  medical  and  other  health  services,  such 
services  are  or  were  medically  required;  or 

2.  In  the  case  of  home  health  services: 

(a)  Such  services  are  or  were  required  because  the  pa- 
tient was  confined  to  his  home  (except  where  he  was 
furnished  services  outside  his  home  under  the  condi- 
tions in  §  2245  (B))  and  needed  skilled  nursing  care 
on  an  intermittent  basis,  or  physical  or  speech  ther- 
apy; and 

(b)  A  plan  for  furnishing  such  services  has  been  estab- 
lished, and  was  periodically  reviewed,  by  a  physician; 
and 

(c)  Such  services  were  furnished  while  the  patient  was 
under  the  care  of  a  physician;  and 

C.  The  hospital,  extended  care  facility,  or  home  health  agency 
agrees  to  charge  the  patient  only  certain  amounts   (§  2421). 

The  certification  and  recertification  requirements  in  (B)  above 
will  be  satisfied  where,  at  a  date  later  than  ordinarily  required, 
the  physician  docs  make  the  appropriate  certification.  However,  the 
late  certification  must  be  accompanied  by  any  medical  and  other 
evidence  the  Administration  may  require. 

2421.  A  HOSPITAL,  EXTENDED  CARE  FACILITY,  OR  HOME  HEALTH 
AGENCY  MUST  AGREE  TO  CHARGE  A  PATIENT  ONLY  THE  AMOUNTS  in  (A)- 

(D)  below  in  order  to  be  paid  either  supplementary  medical  insur- 
ance or  hospital  insurance  benefits  on  a  patient's  behalf.  It  can 
charge  only  the  following  amount  for  items  and  services  covered  by 
the  hospital  and  medical  insurance  plans: 

A.  The  amount  of  any  deductible  or  co-insurance  applicable  to 
such  items  and  services,  but  not  in  excess  of  the  amount 
customarily  charged  for  such  items  and  services,  as  follows: 

1,  The  amount  of  the  inpatient  hospital  deductible  and 
the  co-insurance  amount  payable  after  such  services  have 
been  furnished  for  60  days  during  any  spell  of  illness  (See 
§  2206);  and 

2.  The  amount  of  the  outpatient  hospital  diagnostic  deduct- 
ible (See  §  2252);  and 
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3.  The  co-insurance  payable  for  posthospital  extended  care 
services  (ISee  §  2232);  and 

4.  The  co-insurance  amount  payable  under  hospital  insur- 
ance for  posthospital  extended  care  services  furnished  in 
a  Christian  Science  sanatorium  (See  §  2257);  and 

5.  The  amount  of  the  supplementary  medical  insurance  de- 
ductible  (§  2415);  plus 

B.  An  amount  equal  to  20  percent  of  the  reasonable  charges  (but 
not  exceeding  20  percent  of  the  "provider's"  customary 
charges)  for  items  or  services  which  are  covered  under  the  sup- 
plementary medical  insurance  plan  and  for  outpatient  hospital 
diagnostic  services  which  are  covered  under  the  hospital  in- 
surance plan.  (However,  substitute  for  "20  percent"  the  pro- 
portion Avhich  is  appropirate  under  §  2413  with  respect  to 
items  or  services  furnished  for  the  treatment  of  a  mental, 
psychoneurotic,  or  personality  disorder  to  an  individual  who 
is  not  a  hospital  inpatient);  plus 

C.  An  amount  for  items  or  services  furnished  at  the  patient's 
request  which  are  more  expensive  than,  or  in  excess  of,  items 
or  services  for  which  the  patient  is  entitled  to  have  hospital 
or  supplementary  medical  insurance  benefits  paid;  plus 

D.  An  amount  for  the  first  three  pints  of  whole  blood  furnished  a 
patient  during  a  "spell  of  illness"   (§  2209). 

2422.    Supplementary  medical  insurance  benefits  cannot  be 
PAID  under  certain  circumstances.  Medical  benefits  may  not  be  paid: 

A.  For  any  item  or  service  excluded  from  coverage  under  the 
social  security  health  insurance  plans  (See  §§  2260  and  2261); 

B.  If  information  necessary  to  determine  the  correct  amount  due 
has  not  been  submitted  to  the  intermediary  (or,  where  ap- 
propriate, to  the  Administration); 

C.  For  any  item  or  service  which  a  "provider,"  person,  or  organi- 
zation is  obligated  to  render  at  public  expense  by  a  law  of  the 
United  States,  or  under  contract  Avith  the  United  States; 

D.  For  expenses  which  a  patient  did  not  incur  during  his  cover- 
age period   (§§2310-2318);  • 

E.  To  a  Federal  "provider  of  services"  or  other  Federal  agency, 
except  where  the  Secretary  has  determined  that  it  is  provid- 
ing services  to  the  public  generally  as  a  community  institution 
or  agency; 

F.  For  items  or  services  furnished  outside  the  United  States; 

G.  For  items  or  services  furnished  in  the  United  States  if,  in  the 
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month  such  services  are  furnished  to  the  patient,  his  monthly 
social  security  benefit  cannot  be  paid  because  of  the  alien 
nonpayment  provisions  (§§  1842-1844).  This  also  applies  if 
the  patient  is  not  entitled  to  a  monthly  benefit,  if  the  alien 
nonpayment  provisions  would  apply  to  him  if  he  were  so 
entitled. 

2423.  Overpayments  of  supplementary  medical  insurance 
BENEFITS  and  adjustment  (or  recovery)  of  such  overpayments  are 
included  in  the  discussion  in  §  2265. 

2424.  The  "reasonable  charges"  for  services  is  the  basis  on 
WHICH  benefits  ARE  PAID  FOR  PHYSICIANS'  SERVICES.  Likewise,  "rea- 
sonable charges"  is  the  basis  for  paying  supplementary  medical 
benefits  for  medical  and  other  health  services  furnished  by  non- 
physician  parties  that  are  not  hospitals,  extended  care  facilities,  or 
home  health  agencies. 

The  supplementary  medical  insurance  intermediary  (§  2426)  act- 
ing under  contract  with  the  Secretary,  will  determine  what  reason- 
able charges  are.  In  determining  reasonable  charges,  the  intermedi- 
ary will: 

A.  Insure  that  the  charges  are  not  higher  than  the  charges  to 
the  intermediary's  own  policyholders  or  subscribers  for  com- 
parable services  and  under  comparable  circumstances;  and 

B.  Consider: 

1.  The  usual  fee  charged  by  the  physician  (or  other  person) 
for  similar  services  and  items;  and 

2.  The  prevailing  charges  in  the  locality  for  similar  services 
and  items. 

Where  no  intermediary  has  been  named  to  administer  the  sup- 
plementary medical  insurance  plan  for  an  area,  the  Administration 
will  determine  what  a  reasonable  charge  is.  In  making  this  deter- 
mination, it  will  use  as  far  as  practicable  the  same  methods  that 
would  have  been  used  by  an  intermediary. 

At  such  times  as  the  Administration  finds  necessary,  it  will  ex- 
amine the  methods  used  by  an  intermediary  to  determine  whether  a 
charge  is  reasonable,  to  assure  that  the  intermediary  is  applying  the 
factors  in  (A)  and  (B)  above  uniformly  and  in  conformity  ^vith  the 
purposes  of  the  supplementary  medical  insurance  plan.  An  inter- 
mediary will  modify  its  methods  for  determining  reasonable  charges 
as  the  Administration  may  find  necessary  as  the  result  of  its  exami- 
nation. 
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2425.  The  "reasonable  cost"  of  items  and  services  is  the  basis 
for  paying  supplementary  medical  benefits  for  home  health  services, 
and  for  medical  and  other  health  services  furnished  by,  or  under 
arrangements  made  by,  a  hospital,  extended  care  facility,  or  home 
health  agency.  See  §  2262  for  a  discussion  of  reasonable  cost. 

2426.  The  social  security  administration  contracts  with  "car- 
riers" to  perform  certain  functions  in  the  administration  of  the 
supplementary  medical  insurance  plan.  Thus,  both  the  hospital 
and  supplementary  medical  plans  provide  an  opportunity  for  non- 
governmental organizations  experienced  in  reimbursing  doctors  and 
hospitals  to  serve  as  intermediaries  between  the  Federal  government 
and  those  who  furnish  health  services  for  which  benefits  are  paid.  As 
this  edition  of  the  Handbook  went  to  press,  48  organizations  had 
been  named  to  act  as  intermediaries,  including  32  Blue  Shield  plans, 
15  insurance  companies,  and  1  independent  health  insurer.  See  map 
in  §  2428. 

In  addition  to  other  functions,  to  the  extent  provided  in  con- 
tracts,  supplementary  medical  insurance  intermediaries  will  per- 
form the  following  functions: 

A.  Determine  amounts  of  medical  insurance  benefits  to  be  paid 
on  either  a  reasonable  cost  or  reasonable  charge  basis.  The 
day-to-day  responsibility  for  determining  the  reasonable 
charges  for  physicians'  services  will, therefore, be  in  the  hands 
of  private  insurers,  group  health  plans.  State  agencies,  and 
other  voluntary  medical  insurance  plans  who  have  experience 
in  reimbursing  physicians;  and 

B.  Pay  supplementary  medical  insurance  benefits— receiving,  dis- 
bursing, and  accounting  for  funds  advanced  by  the  Federal 
government;  and 

C.  Audit  the  records  of  providers  as  necessary  to  assure  that 
proper  payments  are  being  made;  and 

D.  Serve  as  a  channel  for  the  communication  of  information  re- 
lating to  the  supplementary  medical  insurance  plan;  and 

E.  Grant  a  fair  hearing  to  individuals  under  procedures  estab- 
lished and  maintained  for  that  purpose  when: 

1.  Requests  for  payment  of  medical  insurance  benefits  are 
denied,  or  not  acted  upon  with  reasonable  promptness;  or 

2.  The  amount  of  payment  is  in  controversy. 

2427.  The  law  defines  a  "carrier"  as  a  voluntary  association,  cor- 
poration, partnership,  or  other  nongovernmental  organization  law- 
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fully  engaged  in  providing,  paying  for,  or  reimbursing  the  cost  of, 
health  services  under  group  insurance  policies  or  contracts,  or  simi- 
lar group  arrangements,  in  consideration  of  premiums  or  other 
periodic  charges  payable  to  the  carrier. 

It  is  intended  that  a  group  of  carriers  will  meet  this  definition  and 
wil  be  eligible  to  enter  into  a  contract  with  the  Secretary  to  act  as  a 
medical  insurance  intermediary.  The  definition  specifically  includes 
a  health  benefits  plan  duly  sponsored  or  underwritten  by  an  em- 
ployee organization. 

With  respect  to  hospitals,  extended  care  facilities,  and  home 
health  agencies,  the  definition  of  "carrier"  also  includes  a  public 
or  private  organization  which  is  nominated  by  such  organizations 
and  which  also  participates  in  the  administration  of  the  hospital 
insurance  plan.  In  addition,  a  State  which  buys  into  the  program  for 
its  aged  public  assistance  recipients  can  designate  the  State's  wel- 
fare agency  to  act  as  the  carrier  not  only  for  those  recipients  but 
also  for  its  other  public  assistance  recipients  who  are  enrolled  only 
as  individuals  (such  as  those  entitled  to  monthly  social  security 
benefits  or  railroad  retirement  pensions  or  annuities  where  the 
State  has  not  elected  to  cover  such  individuals  under  its  "buy  in" 
agreement). 

2428.  Supplementary  medical  insurance  intermediaries— 1966. 
The  map  on  page  411  shows  organizations  which  had  been  named  to 
act  as  supplementary  medical  insurance  intermediaries  as  this  edi- 
tion of  the  handbook  went  to  press;  it  is  subject  to  change  from 
time  to  time. 
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Chapter  25 

Other  Benefit  Programs 


2500.  Basic  objectives  of  benefit  programs. 

2501.  The  unemployment  insurance  program. 

2502.  Requirements  set  by  each  State. 

2503.  Typical  requirements  for  benefits. 

2504.  Amount  of  unemployment  insurance  benefits. 

2505.  Number  of  weeks  benefits  payable. 

2506.  Filing  claims  for  benefits. 

2507.  Right  of  appeal. 

2508.  Benefits  for  unemployed  ex-servicemen  and   Federal  civilian  employees. 

2509.  Public  Assistance  progtams. 

2510.  Only  needy  persons  or  families  eligible. 

2511.  Limitations  on  real  or  personal  property. 

2512.  Old-age  assistance. 

2513.  Aid  to  needy  families  with  dependent  children. 

2514.  Aid  to  blind. 

2515.  Aid  to  permanently  and  totally  disabled. 

2516.  Medical  assistance. 

2517.  Sharing  by  Federal  and  State  governments  in  financing  programs. 

2518.  Federal  approval  of  State  programs. 

2519.  Variation  in  amount  of  assistance  payments. 

2520.  Application  for  assistance  payments. 

2521.  Right  to  fair  hearing. 

2522.  General  assistance  and  general  relief. 

2523.  Types  of  services  provided  for  children  under  Social  Security  Act. 

2524.  Maternal  and  child  health  service  programs. 

2525.  State  programs  for  crippled  children. 

2526.  Child  welfare  services. 

2527.  Workmen's  compensation  laws. 

2528.  Basis  for  payments. 

2529.  Medical  care  provisions. 

2530.  Railroad  Retirement  and  Railroad  Unemployment  Insurance  Acts. 

2531.  Railroad  Retirement  Act— old-age  annuity. 

2532.  Disability  annuity. 

2533.  Old-age  annuity  for  wife  or  dependent  husband. 

2534.  Formula  for  figuring  old-age  or  disability  annuity. 

2535.  Types  of  survivors  benefits. 

2536.  Amount  of  survivors  benefits. 

2537.  Railroad  Unemployment  Insurance  Act. 

2538.  Eligibility  requirements— unemployment  benefits. 

2539.  Disqualifications. 

2540.  Eligibility  requirements— sickness  benefits. 

2541.  When  sickness  benefits  not  payable. 

2542.  Railroad  retirement  tax  rates. 

2543.  Availability  of  information  on   railroad  retirement,  survivors,   unemploy- 
ment, and  sickness  benefits. 

2544.  Benefits  payable  to  veteran  of  the  U.S.  Armed  Forces. 

2545.  Some  benefits  administered  by  the  Veterans'  Administration. 

2546.  Two  types  of  Veterans'  Administration  survivors  benefits  affected  by  Social 
Security  Act. 
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2547.  Veterans  benefits  administered  by  agencies  other  than  Veterans'  Administra- 
tion. 

2548.  Veterans'  Administration  pamphlet  available. 

2549.  Retirement  systems  of  Federal,  State,  and  local  governments. 

2550.  Coverage  of  civilian  employees  of  Federal  government. 

2551.  Retirement  systems  administered  by  State  and  local  governments. 

2500.  Social  security  and  other  benefit  programs  have  the 
same  basic  objectives:  To  keep  individuals  and  families  from  desti- 
tution; to  help  them  attain  economic  and  personal  independence; 
to  keep  families  together;  to  give  children  the  opportunity  of  grow- 
ing up  in  health  and  security.  These  progTams,  most  of  which  are 
carried  out  through  the  concerted  efforts  of  the  Federal  Govern- 
ment and  the  various  States,  include: 

A.  Retirement  insurance, 

B.  Survivors  insurance, 

C.  Disability  insurance, 

D.  Hospital  and  medical  insurance  for  the  aged, 

E.  Unemployment  insurance, 

F.  Public  assistance    (including  medical  assistance  and  family 
services), 

G.  Services  for  maternal  and  child  health  and  child  welfare, 
H.   Workmen's  compensation, 

I,      Railroad  retirement,  sickness,  and  unemployment  insurance, 
J.     Veterans  benefits,  and 

K.    Federal,  State  and  local  government  employees'  retirement 
systems. 

The  first  four  of  these  programs  are  explained  in  detail  in  the 
preceding  chapters  of  this  Handbook.  The  major  provisions  of  the 
other  programs  are  discussed  below. 

2501.  The  unemployment  insurance  program  provides  partial 
income  replacement  for  a  limited  period  to  persons  who  become 
unemployed.  It  is  a  State  administered  program  with  Federal  par- 
ticipation. The  Federal  Unemployment  Tax  Act  taxes  all  employers 
in  commerce  and  industry  who  employ  4  or  more  workers  during 
20  or  more  weeks  of  the  year  at  the  rate  of  3.1  percent  on  the  first 
$3,000  wages  paid  to  each  of  their  workers  in  a  year. 

If  a  State  has  an  unemployment  insurance  la^v  that  meets  the  basic 
provisions  of  the  Federal  law,  employers  can  credit  their  State  taxes 
against  90  percent  of  the  Federal  tax,  computed  at  the  rate  of  3 
percent.  In  order  that  employers  may  continue  to  obtain  the  tax 
offset  provided  in  the  Federal  law,  the  State  unemployment  insur- 
ance system  must  continue  to  conform  to  the  general  requirements 
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in  the  Federal  law.  This  offset  also  extends  to  the  taxes  the  em- 
ployer is  excused  from  paying  by  provisions  of  State  law  varying 
the  tax  rate  in  accordance  with  the  employer's  experience  with  un- 
employment. This  is  called  "experience  rating"  and  is  provided  for 
in  all  States  except  Puerto  Rico. 

In  many  States,  the  law  applies  to  employers  who  have  less  than 
4  employees  and  to  employers  who  are  engaged  in  types  of  work 
not  covered  by  the  Federal  law.  In  3  States,  employees  also  are  taxed. 

2502.  Each  state  specifies  in  its  laws: 

A.  Who  may  receive  unemployment  benefits. 

B.  How  each  worker  can  qualify  for  benefits. 

C.  The  amount  of  the  weekly  unemployment  benefit. 

D.  The  maximum  number  of  weeks  for  which  unemployment 
benefits  may  be  paid. 

The  State  unemployment  insurance  agency  is  responsible  for  the 
payment  of  benefits,  handles  the  claims  of  unemployed  workers,  and 
decides  in  each  case  whether  the  claimant  is  entitled  to  unemploy- 
ment benefits. 

2503.  Requirements  for  getting  unemployment  insurance 
BENEFITS  are  generally  as  follows: 

A.  The  worker  must  register  for  work  at  a  public  employment 
office  and  file  his  claim  for  benefits. 

B.  He  must  have  worked  previously  on  a  job  covered  by  the  State 
law.  This  usually  includes  jobs  in  factories,  mines,  offices,  or 
other  places  of  private  industry  and  commerce.  In  more  than 
half  the  States  the  law  applies  only  to  employment  in  con- 
cerns that  have  four  or  more  persons  on  the  payroll  during  20 
weeks  of  the  year;  in  the  other  States  it  applies  also  to  jobs 
in  smaller  establishments. 

C.  He  must  have  a  prescribed  amount  of  employment  or  earn- 
ings in  covered  employment  during  a  specified  "base  period," 
generally  a  year,  prior  to  the  time  he  claims  benefits. 

D.  He  must  be  able  to  work.  In  general,  unemployment  insur- 
ance benefits  are  not  payable  to  workers  who  are  sick  or  un- 
able to  work  for  any  other  reason,  although  a  few  States  con- 
tinue to  pay  the  benefits,  within  the  legal  limits,  to  workers 
who  became  ill  after  they  had  established  their  claims,  so  long 
as  no  offer  of  suitable  work  is  refused.  (In  four  States,  workers 
contribute  to  special  disability  funds  from  which  disability 
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benefits  are  paid  to  workers  who  are  unemployed  because  of 
non-work-connected  sickness  or  accident.) 

E.  He  must  be  available  for  work  and  must  be  ready  and  willing 
to  take  a  suitable  job  if  one  is  offered  to  him. 

F.  He  must  not  have: 

1.  Quit  his  job  voluntarily  without  good  cause.  (In  some 
States  the  law  says  "without  good  cause  attributable  to  the 
employer"  or  "connected  with  the  work.") 

2.  Been  discharged  for  misconduct  in  connection  with  his 
work. 

3.  Refused  or  failed,  without  good  cause,  to  apply  for  or 
accept  an  offer  of  suitable  work.  (What  is  "suitable"  work 
is  generally  decided  by  the  State;  however,  under  Federal 
law  no  worker  may  be  denied  benefits  because  he  refused 
to  accept  a  new  job  under  substandard  labor  conditions, 
where  a  labor  dispute  is  involved,  or  where  he  would  be 
required  to  join  a  company  union  or  to  resign  from  or 
refrain  from  joining  any  bona  fide  labor  organization.) 

4.  Become  unemployed  because  of  a  stoppage  of  work  as  the 
result  of  a  labor  dispute. 

Many  States  disqualify  claimants  for  other  causes.  Disqualification 
in  some  States  amounts  to  postponement  of  benefits  for  a  few  weeks; 
in  others,  benefits  are  reduced  as  well  as  postponed.  In  a  few  States 
all  benefit  rights  of  disqualified  claimants  may  be  canceled  and  the 
worker  may  be  unable  to  draw  benefits  until  he  returns  to  work  and 
has  earned  enough  wage  credits  to  qualify  again. 

2504.  The  amount  of  the  weekly  unemployment  benefit  pay- 
ment a  worker  may  receive  while  unemployed  varies  according  to  the 
benefit  formula  in  the  law  of  each  State.  Usually  it  is  about  half  the 
worker's  full-time  weekly  pay  within  top  and  bottom  limits.  The 
maximum  ranges  from  $20  to  $65  a  week  for  a  worker  without  de- 
pendents. Minimum  benefits  range  from  $3  to  $25  a  week,  but  only 
4  States  pay  less  than  $8  a  week.  All  States  except  Montana  provide 
partial  benefits  for  partial  unemployment,  and  Montana  pays  bene- 
fits to  some  workers  who  would  be  considered  partially  unem- 
ployed in  other  States.  In  1 1  States  an  unemployed  worker  may  be 
paid  an  allowance,  in  addition  to  his  own  unemployment  benefit, 
for  certain  of  his  dependents. 

2505.  The  number  of  weeks  for  which  unemployment  benefits 
can  be  paid  ranges  from  8  to  39  weeks,  depending  upon  the  par- 
ticular State  law.  In  addition,  some  State  laws  provide  for  the  pay- 
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ment  of  additional  benefits  for  a  limited  period  to  workers  who  have 
exhausted  their  regular  unemployment  benefits  during  a  period  of 
high  unemployment. 

2506.  An  unemployed  worker  must  file  a  claim  for  benefits 
at  an  office  maintained  by  each  State  for  this  purpose.  In  addition,  he 
must  register  for  a  job  at  the  State  employment  office.  In  many 
places  where  there  is  no  permanent  unemployment  insurance  office, 
workers  can  file  claims  on  certain  days  with  a  part-time  representa- 
tive of  a  nearby  office;  they  can  find  out  about  service  in  that  lo- 
cality by  inquiring  at  the  post  office.  Claims  may  be  filed  in  any 
State,  regardless  of  where  the  worker  was  previously  employed. 

//  the  worker  gets  a  full-time  job,  he  will  not  be  entitled  to  bene- 
fits. But  if  he  doesn't  find  a  job  within  a  certain  "waiting  period" 
after  he  files  a  claim— usually  1  week  depending  upon  the  State 
law— his  benefit  payments  will  begin  for  the  following  week. 

A  worker  who  has  been  employed  in  several  States^  or  who  moves 
into  a  new  State  and  finds  himself  out  of  a  job,  must  do  the  same 
thing  he  would  do  if  he  had  been  working  in  that  State  all  the  time. 
He  must  go  to  the  nearest  public  employment  office  to  file  his  un- 
employment insurance  claim  and  register  for  a  job.  There  he  should 
explain  about  his  work  in  other  States.  The  local  office  will  take 
his  claim  and  forward  it  to  the  other  State  in  which  he  may  be 
qualified.  Any  benefits  to  which  he  may  be  entitled  will  be  paid  to 
him  by  check  sent  directly  from  the  State  that  owes  them. 

2507.  Workers  and  their  employers  have  the  right  to  appeal 
from  any  decision  on  unemployment  benefit  claims.  If  a  worker  feels 
that  the  decision  on  his  claim  is  wrong,  he  should  get  in  touch  with 
the  office  where  he  filed  his  claim  and  file  an  appeal.  In  most  States 
the  appeal  must  be  filed  within  5  to  10  days  after  the  worker  is  noti- 
fied of  the  decision  on  a  claim.  An  employer  may  appeal  if  he  does 
not  agree  with  a  determination  on  an  employee's  claim. 

2508.  An  unemployed  federal  civilian  or  ex-serviceman  may 
be  entitled  to  benefits  under  the  conditions  of  a  State  law  for  deter- 
mining benefit  eligibility.  The  amount  he  may  receive  will  be  the 
same  as  if  Federal  pay  had  been  covered  under  the  State  law.  For 
ex-servicemen,  pay  is  determined  from  a  schedule  which  includes 
cash  values  of  various  allowances  as  well  as  base  pay.  Claims  for 
these  benefits  must  be  filed  with  the  State  agency.  Costs  of  the  bene- 
fits are  paid  from  a  Federal  appropriation  from  general  revenue. 
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2509.  Federal-state  public  assistance  programs  provide  bene- 
fits paid  in  certain  cases  where  other  sources  of  income  are  inade- 
quate to  meet  the  basic  necessities  of  life,  as  well  as  social  services 
directed  toward  helping  public  assistance  applicants  and  recipients 
to  attain  strengthened  family  life,  economic  and  personal  independ- 
ence, and  opportunities  for  participation  in  community  life.  These 
programs  are  intended  for: 

A.  Old  people  who  lack  the  means  of  support,  to  enable  them  to 
retain  or  attain  capability  for  self-care; 

B.  Needy  families  with  dependent  children,  to  strengthen  family 
life; 

C.  Blind  people,  to  help  them  attain  self-support  and  self-care; 

D.  Persons  who  are  permanently  and  totally  disabled,  to  help 
them  attain  self-support  and  self-care; 

E.  Persons  who  need  help  in  paying  for  the  costs  of  medical 
care,  to  prevent  medical  indigence. 

Assistance  is  in  the  form  of  cash  payments  made  directly  to  the 
needy  person  or  family  (except  for  payments  for  medical  care). 

2510.  A  PERSON  OR  FAMILY  MUST  BE  IN  NEED  to  be  eligible  for  assist- 
ance under  these  programs;  that  is,  they  must  be  without  sufficient 
money  or  resources  to  provide  the  essentials  of  living.  Federal  and 
State  laws  require  that  income  and  resources  of  the  needy  person 
or  family  be  considered,  to  determine  the  amount  of  assistance  to 
be  provided.  However,  State  agencies  must  also  take  into  account 
necessary  expenses  of  the  individual  or  family  which  may  reasonably 
be  attributed  to  the  earning  of  income,  thus  providing  an  incentive 
for  them  to  seek  employment.  In  addition,  they  may  disregard  up  to 
$5  per  month  of  any  income  and  specific  amounts  of  earned  or  other 
income,  as  follows: 

A.  In  determining  the  amount  of  assistance  to  the  aged,  up  to 
$50  per  month  of  earned  income. 

B.  In  determining  the  amount  of  aid  to  needy  families  with  de- 
pendent children: 

1.  Up  to  $50  per  month  of  the  earned  income  of  each  de- 
pendent child  under  age  18  (up  to  a  maximum  of  $150  for 
a  family);  and 

2.  Any  earned  or  other  income  set  aside  for  a  child's  future 
educational  needs  or  preparation  for  employment. 

C.  In  determining  the  amount  of  aid  to  the  blind: 

1.  Up  to  $85  per  month,  plus  i/^  the  amount  over  $85,  of 
earned  income;  and 
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2.    Additional  amounts  of  income  and  resources  necessary 

to  fulfill  a  State-approved  rehabilitation  plan  for  the  blind 

person.  However,  such  income  and  resources  may  only  be 

disregarded  for  a  period  of  up  to  36  months. 

D.    In  determining  the  amount  of  aid  to  the  permanently  and 

totally  disabled: 

1.  Up  to  $50  per  month  of  earned  income;  and 

2.  Additional  amounts  of  income  and  resources  necessary  to 
fulfill  a  State-approved  rehabilitation  plan  for  the  dis- 
abled person.  However,  such  income  and  resources  may 
only  be  disregarded  for  a  period  of  up  to  36  months. 

2511.  States  place  limitations  on  the  real  and  personal  prop- 
erty an  individual  or  family  may  retain  without  being  disqualified 
for  assistance.  Although  property  provisions  vary  from  State  to  State, 
in  general  it  is  recognized  that  persons  who  own  a  modest  home 
should  have  an  opportunity  to  retain  this  as  a  place  to  live  and 
should  be  able  to  keep  small  reserves  for  such  expenses  as  illness  and 
burial.  Some  States  place  liens  on  property  or  use  other  means  to 
obtain  recovery  of  assistance  paid.  States  also  consider  whether  a 
person  has  close  relatives  who  are  able  to  support  him  and  some 
take  steps  to  secure  such  support. 

Within  the  general  pattern  set  by  the  Social  Security  Act,  States 
establish  a  minimum  standard  of  living  against  which  the  individ- 
ual's or  family's  available  resources  are  measured  in  order  to  deter- 
mine whether  there  is  need,  and  if  so,  how  much  is  needed  to  obtain 
the  standard  of  living  set  by  the  State.  However,  States  are  not  al- 
ways able  to  meet  need  as  determined  by  their  own  standards. 

2512.  Old-age  assistance  for  needy  persons  65  years  of  age  or  over 
is  provided  by  all  States,  the  District  of  Columbia,  Puerto  Rico, 
Guam,  and  the  Virgin  Islands.  The  payments  to  these  people  are 
made  only  on  the  basis  of  need.  They  are  not  the  same  as  benefits 
payable  under  the  Federal  retirement,  survivors,  and  disability  in- 
surance program,  which  are  based  on  wages  and  self-employment  in- 
come for  years  of  work  covered  by  that  program.  However,  assistance 
payments  can  supplement  insurance  benefits  if  needs  are  still  not 
met. 

Some  States  provide  old-age  assistance  only  to  citizens  of  the  U.S., 
but  no  one  who  is  a  citizen  may  be  refused  aid  for  any  reason  con- 
nected with  his  citizenship.  He  may  not,  for  example,  be  refused 
aid  for  the  reason  that  he  has  not  been  a  citizen  long  enough. 

Most  States  require  that  a  person  must  have  lived  in  the  State  at 
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least  a  year  in  order  to  get  old-age  assistance.  Less  than  half  the 
States  require  5  years'  residence— usually  the  year  just  before  asking 
for  aid  and  4  other  years  within  the  last  9,  not  necessarily  consecu- 
tive. There  are  no  local  residence  requirements  that  affect  eligibility. 

2513.  Aid  to  needy  families  with  dependent  children  is  pro- 
vided under  programs  of  all  the  States,  the  District  of  Columbia, 
Puerto  Rico,  Guam,  and  the  Virgin  Islands  when  the  father  or 
mother  is  disabled,  absent  from  home,  or  dead.  The  State's  program 
may  also  be  extended  to  provide  assistance  to  children  of  unem- 
ployed parents,  on  an  optional  basis. 

The  child  must  be  living  with  a  close  relative,  or,  where  this  has 
been  found  by  a  court  to  be  contrary  to  his  welfare,  in  an  approved 
foster  family  home  or  institution.  Thus,  children  can  remain  with 
their  families  in  their  own  homes  even  though  they  have  been  left 
without  necessary  financial  support,  or  receive  foster  care  where  it 
is  against  their  best  interest  to  continue  living  at  home.  The  Federal 
Government  participates  in  payments  to  needy  families  until  the 
child  is  18,  or  until  he  is  21  if  he  is  a  student  regularly  attending 
school.  Though  most  States  provide  aid  up  to  age  18,  regardless  of 
school  attendance,  some  help  children  between  16  and  18  years  old 
only  if  they  attend  school. 

Most  States  require  that  the  family  with  needy  children  live  in  the 
State  for  the  year  before  application  for  assistance  is  made.  If  a  child 
is  less  than  a  year  old,  some  States  require  that  the  parent  or  other 
relative  with  whom  the  child  is  living  must  have  lived  in  the  State 
during  the  year  preceding  his  birth.  In  a  few  States,  no  specific 
length  of  residence  is  required.  There  are  no  local  residence 
requirements. 

Prompt  notice  must  be  given  by  the  assistance  agency  to  appropri- 
ate law  enforcement  officials  when  assistance  is  provided  to  children 
deserted  or  abandoned  by  a  parent.  Responsibility  for  legal  action 
remains  with  the  family  and  law  enforcement  officials  according  to 
State  law.  , 

2514.  Programs  for  aid  to  the  blind,  financed  with  the  help  of 
Federal  funds,  exist  in  all  States,  the  District  of  Columbia,  Puerto 
Rico,  Guam,  and  the  Virgin  Islands.  In  general,  payments  are  made 
to  needy  persons  who  are  totally  blind  or  who  have  so  little  sight  that 
they  cannot  earn  a  living.  Each  State  has  its  own  definition  of  blind- 
ness and  arranges  for  a  complete  examination  for  the  persons  apply- 
ing for  aid.  The  individual  may  decide  whether  to  be  examined  by 
a  physician  skilled  in  diseases  of  the  eye  or  by  an  optometrist. 
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Some  States  limit  aid  to  the  blind  to  adults,  others  to  persons  16 
years  of  age  and  over,  and  many  have  no  age  requirement. 

Only  a  few  States  require  a  person  to  be  a  citizen,  but  most  re- 
quire residence  in  the  State  for  a  certain  period  of  time.  About  two- 
thirds  of  the  States  require  less  than  5  years'  residence  and  many 
waive  the  residence  requirements  if  the  person  becomes  blind  while 
living  in  the  State.  Others  require  5  years'  residence— usually  the 
year  before  asking  for  assistance  and  4  other  years,  which  may  fall 
any  time  within  the  last  9  years. 

In  several  States,  if  a  blind  person  begs  for  money  he  cannot 
qualify  for  aid  to  the  blind.  Also,  in  some  States,  assistance  may  not 
not  be  continued  if  the  person  refuses  treatment  recommended  by 
an  eye  specialist  to  restore  his  sight. 

2515.  Permanently  and  totally  disabled  persons  18  years  of 
AGE  OR  OVER  WHO  ARE  IN  NEED  may  rcccive  payments  under  State 
programs  partially  financed  from  Federal  funds.  In  general,  the  eligi- 
bility requirements  are  similar  to  those  in  the  old-age  assistance  pro- 
gram. There  is  the  additional  eligibility  requirement  of  permanent 
and  total  disability. 

Each  State  is  responsible  for  establishing  its  own  definition  of 
permanent  and  total  disability.  Generally,  however,  it  means  a  physi- 
cal or  mental  impairment  or  disease  that  prevents  an  individual 
from  holding  a  job  or  making  a  home. 

The  disability  factor  is  determined  by  consideration  of  medical 
findings  and  the  extent  to  which  the  person's  age,  training,  and 
experience  influence  his  ability  to  engage  in  a  useful  occupation  as 
either  a  wage  earner  or  a  homemaker.  The  program  need  not  be 
limited  to  the  completely  helpless.  Determination  of  disability  is 
made  by  a  team  of  specialists  which  usually  includes  a  doctor,  a 
medical  social  worker,  and  a  vocational  rehabilitation  counselor. 
The  team  may  also  give  advice  on  rehabilitation  possibilities  of  the 
disabled  person.  Those  who  may  attain  some  rehabilitation  or 
physical  restoration  may  be  helped  to  secure  services  directed  toward 
this  end. 

Federal-State  programs  of  aid  for  permanently  and  totally  dis- 
abled people  are  in  operation  in  all  but  one  State.  Most  States  re- 
quire at  least  a  year's  residence. 

2516.  Medical  assistance,  in  the  form  of  direct  payments  to  sup- 
pliers of  medical  care  and  services,  is  provided  by  the  States,  with 
Federal  financial  participation,  to  recipients  of  cash  payments  under 
the  old-age  assistance,  aid  to  needy  families  with  dependent  children, 
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aid  to  the  blind,  and  aid  to  the  permanently  and  totally  disabled 
programs. 

In  addition,  under  the  new  Federal-State  medical  assistance  pro- 
gram (1965),  States  may  provide  medical  assistance  to  other  persons 
who  need  help  in  paying  for  the  costs  of  medical  care.  Such  persons 
include  those  who,  although  not  in  receipt  of  cash  public  assistance, 
would  qualify  under  one  of  the  cash  assistance  programs  except  that 
they  have  sufficient  income  and  resources  for  the  essentials  of  living 
aside  from  their  medical  costs.  (A  program  of  medical  assistance  for 
persons  age  65  or  over  who  are  not  recipients  of  cash  old-age  as- 
sistance has  been  in  effect  since  1960.) 

A  State  which  is  operating  under  the  new  medical  assistance  pro- 
gram, must  provide  for  some  institutional  and  some  noninstitutional 
services.  By  July  1,  1967,  these  services  must  include  inpatient  hos- 
pital services,  outpatient  hospital  services,  other  laboratory  and 
X-ray  services,  skilled  nursing  home  services  for  individuals  aged  21 
or  over,  and  physicians'  services  (whether  furnished  in  the  office,  the 
patient's  home,  a  hospital  or  skilled  nursing  home,  or  elsewhere). 
Other  items  of  medical  service  are  optional  with  the  States. 

2517.  The  federal  and  state  governments  share  in  financing 
old-age  assistance,  aid  to  the  blind,  aid  to  families  with  dependent 
children,  aid  to  the  permanently  and  totally  disabled,  and  medical 
assistance,  as  well  as  social  services  directed  toward  the  recipient's 
attainment  of  self-support  and  self-care,  and  in  seeing  that  these 
programs  are  properly  administered.  Within  the  general  patterns 
set  by  the  Social  Security  Act  and  its  administrative  interpretations, 
each  State  initiates  and  administers  its  own  public  assistance  pro- 
grams. The  State  determines  who  is  eligible  to  receive  assistance, 
how  much  can  be  granted,  and  under  what  conditions.  Many  States 
have  other  eligibility  requirements  beyond  the  minimum  specified 
in  the  Social  Security  Act.  As  a  result,  persons  in  similar  circum- 
stances may  be  eligible  in  one  State  but  not  in  another. 

2518.  To  GET  FEDERAL  FUNDS  THE  STATE'S  PROGRAM  MUST  BE  AP- 
PROVED by  the  Secretary  of  Health,  Education,  and  Welfare  as  meet- 
ing the  requirements  of  the  Social  Security  Act.  The  Federal  share 
of  State  assistance  costs  is  based  on  each  State's  average  monthly 
payment  (including  medical  costs)  multiplied  by  the  number  of 
recipients  in  each  program.  The  Social  Security  Act  fixes  limita- 
tions on  the  amount  of  payments  to  be  shared,  and  sets  the  ratio  of 
Federal  contributions.  The  States  may  make  higher  payments  by 
using  State  and /or  local  money. 

421 


2519.  The  amount  of  assistance  payments  varies  widely  from 
State  to  State  for  eligible  persons  in  similar  circumstances.  Some 
reasons  for  this  are  the  level  of  living  a  State  will  support  for  its 
needy  people,  State  maximums  on  payments,  and  State  appropria- 
tions. 

2520.  A  person  usually  applies  for  assistance  at  a  local  public 
welfare  office.  The  Social  Security  Act  requires  the  State  to  give  an 
individual  the  opportunity  to  apply  for  assistance  under  any  one  of 
the  programs  and  to  provide  assistance  with  reasonable  promptness 
to  all  eligible  persons.  The  State,  through  its  local  public  welfare 
office,  determines  eligibility  for  aid  and  the  amount  of  the  assistance 
payment  in  individual  cases. 

Further  information  about  any  of  the  public  assistance  programs 
may  be  obtained  at  the  local  public  welfare  office,  or  from  the  State 
public  welfare  department. 

2521.  Anyone  whose  claim  for  aid  is  denied  or  delayed,  or 
whose  grant  is  reduced  or  discontinued,  may  request  and  is  guar- 
anteed a  fair  hearing  with  the  State  agency.  This  provision  of  the 
Federal  law  safeguards  the  individual's  right  to  appeal  from  agency 
decisions  with  which  he  disagrees  and  from  delays  in  acting  on  his 
application  for  aid. 

2522.  General  assistance  or  general  relief  is  aid  furnished  by 
States  or  localities  to  needy  individuals  or  families  who  do  not 
qualify  for  help  under  the  Federally-aided  assistance  programs,  or 
to  persons  not  getting  enough  help  from  such  programs  to  meet  their 
needs.  This  type  of  aid  often  is  the  only  resource  for  many  tem- 
porarily or  permanently  unemployable  persons  and  persons  out  of 
work  who  either  cannot  qualify  for  unemployment  insurance  or 
whose  benefits  under  that  program  are  inadequate  or  have  been  ex- 
hausted. This  help  is  in  cash  or  kind,  such  as  orders  for  groceries, 
payments  to  landlords,  etc. 

States  and  localities  provide  general  assistance  under  their  own 
laws  and  regulations  and  meet  the  whole  cost  out  of  State  or  local 
funds.  The  conditions  under  which  aid  is  granted  and  the  amounts 
of  assistance  differ  widely  from  place  to  place,  reflecting  the  re- 
sources and  attitudes  of  the  State  or  locality. 

2523.  Three  types  of  services  for  children  are  provided  under 
the  Social  Security  Act.  These  are: 

A.    Maternal  and  child  health  services; 
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B.  Services  for  crippled  children;  and 

C.  Child  welfare  services. 

Through  consultation  and  through  grants  of  Federal  funds  the 
Children's  Bureau  of  the  Welfare  Administration  helps  the  States 
extend  and  improve  their  services  for  mothers  and  children.  These 
health  and  welfare  programs  provide  services  rather  than  money 
benefits.  Grants  are  also  made  to  institutions  of  higher  learning  for 
special  projects  of  special  significance  for  maternal  and  child  health 
and  crippled  children's  services  and  grants  for  research  and  demon- 
stration projects  in  the  field  of  child  welfare.  Training  grants  are 
also  included  in  the  three  programs. 

2524.  A  MATERNAL  AND  CHILD  HEALTH  SERVICE  program  is  provided 
by  each  State.  By  1975,  these  services  must  be  available  to  children 
in  all  parts  of  the  State. 

States  use  the  maternal  and  child  health  funds  for  prenatal  clinics, 
child  health  conferences,  immunization  services,  health  services  for 
school  age  children,  special  programs  for  premature  infants,  and 
postgraduate  training  in  maternal  and  child  care  for  doctors,  den- 
tists, nurses,  nutritionists,  medical  social  workers,  etc.  In  addition, 
special  projects  offering  comprehensive  maternity  and  infant  care 
with  the  primary  aim  of  reducing  mental  retardation  are  available 
imder  the  program.  Also  available  are  special  projects  offering 
comprehensive  health  care  for  preschool  and  school  age  children  in 
areas  with  a  concentration  of  low-income  families. 

For  further  information  about  health  services  for  mothers  and 
children,  inquiry  should  be  made  at  the  State  or  local  health 
department. 

2525.  Funds  are  available  to  each  state  for  crippled  chil- 
dren's PROGRAMS  to  provide  for  the  location,  diagnosis,  medical  and 
surgical  treatment,  and  hospital  care  of  children  with  various  kinds 
of  crippling  conditions.  Each  State  makes  its  own  definition  of 
crippling  conditions  under  its  program.  All  States  help  chil- 
dren w^ith  orthopedic  handicaps,  such  as  those  with  deformed 
bones  or  bone-and-joint  tuberculosis.  They  also  help  children  with 
cerebral  palsy  and  with  congenital  heart  disease.  Nearly  all  include 
children  with  epilepsy,  cystic  fibrosis,  and  serious  eye  and  ear 
problems. 

Inquiry  concerning  care  for  crippled  children  should  be  made  at 
the  State  crippled  children's  agency,  usually  located  at  the  State 
capital. 
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2526.  Child  welfare  services  are  public  social  services  which 
supplement  or  substitute  for  parental  care  and  supervision,  for  the 
purpose  of: 

A.  Preventing,  remedying,  or  assisting  in  the  solution  of  prob- 
lems which  may  result  in  the  neglect,  abuse,  exploitation  or 
delinquency  of  children; 

B.  Protecting  and  caring  for  homeless,  dependent,  or  neglected 
children; 

C.  Protecting  and  promoting  the  welfare  of  children  of  working 
mothers; 

D.  Otherwise  protecting  and  promoting  the  welfare  of  children, 
including  the  strengthening  of  their  own  homes  where  jx)S- 
sible  or,  where  needed,  the  provision  of  adequate  care  away 
from  home,  in  foster  family  homes,  or  day-care  or  other  child- 
care  facilities. 

States  may  use  Federal  funds  to  expand  and  improve  services  to 
carry  out  these  objectives.  Inquiry  about  child  welfare  services 
should  be  made  at  the  State  or  local  public  welfare  agency. 

2527.  Workmen's  compensation  laws  ensure  prompt  medical 
care  and  cash  benefits  to  a  worker  when  he  is  injured  in  connection 
with  his  job,  or  cash  benefits  to  his  dependents  if  he  is  killed. 

In  over  half  of  the  States,  these  laws  are  mandatory  for  all  em- 
ployers covered  by  the  law.  In  the  remaining  States,  an  employer 
may  elect  not  to  come  under  the  system,  but  in  such  cases  he  is  not 
permitted  to  use  the  defense  against  workers'  claims  that  he  would 
have  had  under  common  law.  Employers  meet  the  cost  of  workmen's 
compensation  by  insurance.  Employers  usually  have  2  choices— to 
insure  with  a  private  insurance  company,  or  to  self-insure.  In  some 
States  there  is  a  third  choice— that  of  insuring  with  the  State.  In  a 
few  States,  all  employers  are  required  to  insure  with  the  State. 

No  State's  law  covers  all  jobs.  Some  cover  only  kinds  of  work  that 
are  considered  dangerous,  some  only  employers  who  have  more  than 
a  specified  number  of  employees.  In  addition,  most  do  not  cover 
agricultural  labor  or  domestic  service. 

The  laws  cover  injury  or  death  from  accidents  "arising  out  of  and 
in  the  course  of  employment."  Most  laws  now  also  include  some  or 
all  diseases  attributable  to  the  worker's  occupation.  Some  exclude  in- 
juries due  to  the  employee's  intoxication,  willful  misconduct,  or 
gross  negligence. 

2528.  Workmen's  compensation  payments  are  usually  based  on 
THE  worker's  wages  at  the  time  of  the  injury.  Practically  all  laws 
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place  top  and  bottom  limits  on  the  weekly  amounts  payable  to  a 
disabled  worker  or  to  survivors.  Most  also  limit  the  number  of  weeks 
for  which  benefits  must  be  paid  and /or  the  total  amount  paid  in  a 
given  case.  Some  place  no  time  limit  on  the  benefits  payable  to  a 
worker  so  long  as  he  continues  to  be  totally  disabled.  Some  provide 
for  death  benefits  to  a  widow  throughout  her  life  unless  she  re- 
marries, and  for  benefits  to  surviving  children  until  they  reach  a 
given  age. 

2529.  Medical  care  to  injured  employees  is  provided  for  under 
ALL  workmen's  COMPENSATION  LAWS.  About  oue-third  of  the  States 
limit  the  length  of  time  during  which  medical  care  is  supplied  or  the 
total  cost  or  both.  Practically  all  laws  provide  benefits  to  help  meet 
the  burial  expenses  of  workers  who  are  killed  on  the  job. 

2530.  The  railroad  retirement  act  and  the  railroad  unem- 
ployment INSURANCE  ACT  providc  protection  for  persons  who  work 
for  railroads  and  certain  companies  closely  connected  with  the  rail- 
road industry.  A  railroad  employee  with  10  or  more  years  of  service 
may  receive  a  retirement  benefit  from  the  social  security  system 
based  on  employment  covered  by  that  system.  Survivor  benefits,  how- 
ever, may  be  paid  by  only  one  of  the  two  agencies.  Railroad  wages  and 
credits  are  combined  for  social  security  purposes  should  the  worker 
not  have  enough  railroad  service  so  that  he  or  his  survivors  could 
qualify  for  railroad  retirement  benefits. 

2531.  An  old-age  annuity  is  payable  to  a  person  at: 

A.  Age  65,  if  he  has  10  years  of  railroad  service;  or 

B.  Age  60,  if  he  has  30  years  of  railroad  service   (this  annuity  is 
reduced  for  men  but  not  for  women);  or 

C.  Age  62,  if  he  has  10  but  less  than  30  years  of  railroad  service 

(this  annuity  is  reduced). 

2532.  A  DISABILITY  annuity  is  payable  to  a  person  who: 

A.  Is  disabled  for  his  regular  job  and  recently  employed  in  the 
railroad  industry  if: 

1.  He  has  20  years  of  railroad  service;  or 

2.  He  is  age  60  or  over  and  has  10  years  of  railroad  service;  or 

B.  Is  permanently  disabled  for  all  regular  work  and  has  10  years 
of  railroad  service. 
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2533.  An  old-age  annuity  may  be  paid  the  wife  (or  dependent 
husband)  of  a  retired  worker  provided  the  worker  is  65  years  old, 
if  the  claimant  is: 

A.  Age  65;  or 

B.  Between  age  62  and  65  (but  the  annuity  is  reduced);  or 

C.  A  wife  who  is  caring  for  a  child  who  would  be  eligible  for  a 
monthly  benefit  if  the  employee  died. 

2534.  The  amount  of  an  old-age  or  disability  annuity  depends 
upon  the  worker's  "years  of  service"  (any  12  months  in  which  the 
worker  had  any  railroad  service  make  up  a  year  of  service)  and  his 
''monthly  compensation"  (obtained  by  dividing  total  creditable 
railroad  earnings  by  total  months  of  service).  Not  more  than  $300 
of  railroad  earnings  may  be  counted  for  any  month  through  6/54, 
not  more  than  $350  for  any  month  from  7/54  through  5/59,  not 
more  than  $400  for  any  month  from  6/59  through  10/63,  not  more 
than  $450  for  any  month  from  11/63  through  12/65,  and  not  more 
than  $550  for  any  month  thereafter.  Compensation  for  service  be- 
fore 1937  is  determined  under  special  rules. 

If  an  employee  knows  his  monthly  compensation,  he  can  figure 
his  annuity  by  applying  the  following  formula:  3.35  percent  of  the 
first  $50,  2.51  percent  of  the  next  $100,  and  1.67  percent  of  the  re- 
mainder. The  sum  of  these  amounts  is  multiplied  by  the  employee's 
years  of  service.  (Only  30  years  may  be  used  if  the  employee  includes 
service  before  1937.)  A  wife's  annuity  is  equal  to  half  of  the  em- 
ployee's annuity,  up  to  110  percent  of  the  maximum  wife's  benefit 
that  could  be  paid  under  social  security. 

//  an  employee  recently  worked  in  the  railroad  industry,  his  an- 
nuity may  be  raised  under  a  special  railroad  retirement  minimum 
provision.  Also,  if  the  monthly  amount  payable  to  the  employee 
(and  his  wife,  if  any)  is  less  than  1 10  percent  of  the  amount  (or  the 
additional  amount)  that  would  have  been  payable  to  the  entire 
family  under  social  security,  the  family  benefit  will  be  increased 
to  that  amount. 

//  an  employee  works  after  retirement,  his  annuity  is  suspended 
for  any  month  in  which  he  works  for  a  railroad  or  for  his  last  non- 
railroad  employer.  A  wife's  annuity  is  suspended  under  the  same 
conditions  as  her  husband's,  and,  in  addition,  for  any  month  her 
husband's  annuity  is  suspended. 

//  a  disabled  annuitant  under  (5^  earns  more  than  $1,200  in  a  year, 
his  annuity  may  not  be  paid  for  some  months.  Also,  he  may  be  re- 
cjuired  to  show  that  he  is  still  disabled.  This  provision,  however, 
does  not  apply  to  a  disabled  annuitant  after  he  attains  age  65. 
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2535.    Survivors  benefits  under  the  railroad  retirement  act 
include: 

A.  An  annuity  to  the  worker's  unremarried  xuidoiu  if  she  was  liv- 
ing with  the  worker  at  the  time  of  his  death  and: 

1.  She  is  caring  for  the  worker's  child  who  is  eligible  for  an 
annuity;  or 

2.  She  is  age  60  or  over. 

B.  An  annuity  to  the  worker's  unremarried  luidower  at  age  60,  if 
he  was  living  with  the  worker  at  the  time  of  her  death  and 
was  dependent  upon  her  for  at  least  one-half  his  support  at  the 
time  she  died  or  retired. 

C.  An  annuity  to  each  unmarried  and  dependent  child  who  is: 

1.  Under  age  18;  or 

2.  Totally  or  permanently  disabled  and  the  disability  started 
before  age  18. 

D.  An  annuity  to  each  parent  at  age  60,  if  the  parent  was  de- 
pendent upon  the  worker  for  at  least  one-half  of  his  or  her 
support  at  the  time  the  worker  died  and  has  not  married  since 
the  worker's  death.  This  annuity  is  payable  only  if  the  worker 
leaves  no  widow,  widower,  or  child  entitled  to  monthly 
benefits. 

E.  An  insurance  lump-sum  payment,  if  no  member  of  the  work- 
er's family  can  immediately  qualify  for  monthly  benefits  upon 
the  death  of  the  worker.  It  is  paid  to: 

1.  The  widow  (or  ^vidower)  living  with  the  -worker  Avhen  he 

(or  she)  died;  or 

2.  The  payer  (s)  of  the  funeral  expenses. 

F.  A  residual  lump-sum  payment  to: 

1.  The  beneficiary  designated  by  the  worker;  or 

2.  The  widow  (or  wido^ver)  living  with  the  ^vorker  when  he 
died;  or 

3.  The  worker's  children,  grandchildren,  parents,  brothers 
and  sisters,  or  estate. 

The  residual  lump  sum  is  intended  to  guarantee  that  the  benefits 
to  the  worker  and  his  survivors  -will  be  greater  than  his  railroad 
retirement  taxes.  It  is  payable  when  no  other  benefits  can  be  paid 
in  the  future.  (A  widow  or  parent  entitled  to  a  monthly  benefit  be- 
fore reaching  eligibility  age  can  waive  rights  to  the  benefit  and  make 
the  residual  available  at  once.) 

The  above  benefits,  luith  the  exceptiori  of  the  residual  payment, 
are  payable  only  to  the  survivors  of  employees  who  are  "insured" 
under  the  Railroad  Retirement  Act  at  death.  An  employee's  insured 
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status  generally  depends  on  the  extent  of  his  railroad  and  social 
security  employment  after  1936  and  on  whether  he  was  recently  em- 
ployed in  the  railroad  industry  at  the  time  he  retired  or  died. 

2536.  The  amount  of  railroad  survivors  benefits  is  usually 
based  on  the  employee's  railroad  and  social  security  earnings  after 
1936.  Monthly  benefits  are  computed  under  a  railroad  survivor 
formula,  or  at  110  percent  of  the  rate  computed  under  social  se- 
curity, whichever  method  results  in  a  higher  benefit. 

A  monthly  survivor  benefit  is  suspended  for  any  month  in  which 
the  beneficiary  works  for  a  railroad.  Also,  if  a  survivor  beneficiary 
under  age  72  earns  more  than  $1,500  in  a  taxable  year,  he  loses  $1 
in  benefits  for  each  $2  in  earnings  between  $1,500  and  $2,700  and  $1 
for  each  $1  in  earnings  over  $2,700.  The  annuity  is  not  suspended 
for  any  month  in  which  the  survivor  annuitant  earns  $125  or  less. 

2537.  The  railroad  unemployment  insurance  act  provides  ben- 
efits to  a  qualified  railroad  worker  who  has  been  out  of  a  job  for 
more  than  a  certain  number  of  days  within  a  14-day  "registration 
period,"  either  because  he  is  unemployed  or  because  he  is  sick.  To 
qualify  for  benefits  in  a  benefit  year,  which  begins  July  1,  an  em- 
ployee must  have  earned  at  least  $750  in  creditable  railroad  em- 
ployment in  the  preceding  calendar  year,  and  if  he  had  no  earlier 
railroad  service,  must  have  worked  in  at  least  7  months  of  that  year. 

In  the  first  14-day  registration  period  in  a  benefit  year  in  which  a 
worker  has  7  or  more  days  of  sickness,  he  is  paid  for  all  days  over  7. 
In  all  later  14-day  registration  periods  he  is  paid  for  all  days  over  4, 
up  to  as  many  as  130  days  in  the  benefit  year,  but  his  benefits  can- 
not be  more  than  his  base-year  wages. 

Unemployment  benefits  are  paid  for  all  days  of  unemployment 
over  4  in  the  first  as  well  as  subsequent  registration  periods.  Em- 
ployees with  10  or  more  years  of  railroad  service  may  receive  un- 
employment benefits  for  more  than  the  130  days  in  a  benefit  year 
provided  for  employees  with  less  than  10  years  of  service. 

Benefit  amounts  for  either  unemployment  or  sickness  range  from 
$5.00  to  $10.20  a  day. 

2538.  To  get  unemployment  benefits  a  railroad  worker  must: 

A.  Be  unemployed  and  have  no  wages,  salary,  pay  for  time  lost, 
vacation  pay,  or  other  remuneration; 

B.  Be  able  to  work; 

C.  Be  ready  and  willing  to  work;  and 

D.  Register  with  an  unemployment  claims  agent. 
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2539.  A    RAILROAD    WORKER    MAY    BE    DISQUALIFIED    FOR    UNEMPLOY- 
MENT benefits: 

A.  For  30  days,  if  without  good  cause  he: 

1.  Refuses  suitable  work. 

2.  Fails  to  comply  with  instructions  from  the  Railroad  Re- 
tirement Board  to  apply  for  work  or  report  to  an  employ- 
ment office. 

B.  For  the  period  starting  with  the  day  he  left  work  voluntarily 
without  good  cause  and  continuing  until  he  has  returned  to 
railroad  employment  and  has  been  paid  at  least  $750.  This 
disqualification  also  applies  to  a  claimant  who  left  work 
with  good  cause,  but  only  with  respect  to  a  period  for  which 
he  can  receive  unemployment  benefits  under  another  law. 

C.  For  75  days,  if  he  makes  a  false  or  fraudulent  statement  or 
claim  to  get  benefits. 

D.  For  any  day  for  which  he: 

1.  Receives  unemployment  benefits  under  any  other  law. 

2.  Receives  sickness  benefits  under  the  Railroad  Unemploy- 
ment Insurance  Act  or  any  other  law. 

3.  Is  out  on  strike  under  certain  circumstances. 

4.  Is  not  working  solely  because  of  mileage  limitations  in 
union  agreements,  or  because  he  is  standing  by  between 
regularly  assigned  trips  or  tours  of  duty. 

2540.  To  GET  SICKNESS  BENEFITS  a  railroad  worker  must: 

A.  Be  sick  or  injured  and  unable  to  work;  and 

B.  Have  no  wages,  salary,  pay  for  time  lost,  vacation  pay,  or 
other  remuneration;  and 

C.  Fill  out  and  file  an  "Application  for  Sickness  Benefits"  which 
can  be  obtained  from  an  employer,  labor  organization,  or 
Railroad  Retirement  Board  office;  and 

D.  Have  his  doctor  fill  out  the  "Statement  of  Sickness"  attached 
to  the  application;  and 

E.  Mail  the  completed  forms  to  the  Railroad  Retirement  Board 
promptly.  (If  he  mails  them  later  than  the  seventh  day  after 
the  first  day  he  wishes  to  claim  benefits,  he  may  lose  some 
benefits.) 

Payments  under  a  worker's  own  health  or  accident  insurance 
policy  or  from  a  relief  department  of  an  employer  or  a  group  in- 
surance policy  do  not  affect  the  payment  of  railroad  sickness  benefits. 
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2541.  Sickness  benefits  are  not  payable  if  the  worker: 

A.  Fails  to  take  a  medical  examination  when  required  by  the 
Railroad  Retirement  Board;  or 

B.  Receives  sickness  benefits  for  the  same  time  under  any  other 
law;  or 

C.  Receives  unemployment  benefits  for  the  same  time  under  the 
Railroad  Unemployment  Insurance  Act  or  any  other  law;  or 

D.  Makes  a  false  or  fraudulent  statement  or  claim  to  get  bene- 
fits. (In  this  case  no  benefits  are  paid  for  75  days.) 

2542.  The  current  (1966)  railroad  retirement  tax  rate  on  rail- 
road compensation  is  as  follows: 

Employer  pays   7.95% 

Employee  pays 7.95% 

Employee  representative  pays 15.9  % 

The  current  unemployment  tax,  which  is  paid  only  by  employers, 
amounts  to  4%. 

These  tax  rates  are  based  on  the  first  $550  of  monthly  railroad 
compensation  for  retirement,  and  the  first  $400  of  monthly  rail- 
road compensation  for  unemployment. 

2543.  The  railroad  retirement  board  has  a  variety  of  pam- 
phlets available  which  give  more  detailed  information  about  the 
retirement,  survivor,  unemployment,  and  sickness  benefits  payable 
to  railroad  workers  and  their  families.  For  copies  of  any  of  these 
pamphlets,  write  to  any  office  of  the  Railroad  Retirement  Board, 
or  to  the  Information  Service,  U.S.  Railroad  Retirement  Board,  844 
Rush  Street,  Chicago,  Illinois  60611. 

2544.  Veterans  of  service  in  the  u.s.  armed  forces  who  were 
honorably  discharged,  or  discharged  under  conditions  other  than 
dishonorable,  are  provided  more  than  40  different  benefits  and 
services  by  the  Federal  Government.  Benefits  also  are  paid  to  a 
veteran's  survivors  and,  in  some  circumstances,  to  members  of  the 
families  of  living  veterans. 

2545.  Some  of  the  benefits  administered  by  the  veterans  ad- 
ministration are: 

A.  Compensation  for  service-connected  disability; 

B.  Pension  for  non-service-connected  disabilities  for  veterans  of 
the  World  Wars  and  the  Korean  conflict  period  (there  is  a 
special  service  pension  for  Spanish-American  War  veterans); 
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C.  Compensation  to  survivors  of  servicemen  who  died  in  service 
or  from  a  service-connected  cause; 

D.  Pensions  for  survivors  of  veterans  who  served  during  the 
Spanish-American  War,  the  World  Wars,  or  the  Korean  con- 
flict and  died  from  a  non-service-connected  cause; 

E.  Benefits  payable  under  U.S.  Government  Life  Insurance  and 
National  Service  Life  Insurance; 

F.  Payment  toward  veterans'  burial  expenses,  plus  American 
flag  to  drape  casket;  and 

G.  Medical  service,  such  as  domiciliary  care,  hospitalization,  ex- 
aminations, outpatient  medical  and  dental  treatment,  and 
prosthetic  appliances. 

Many  other  services  and  benefits  in  addition  to  those  listed  above 
are  administered  by  the  Veterans  Administration. 

2546.     Two   TYPES   OF   SURVIVORS   MONTHLY    BENEFITS   ADMINISTERED 

BY  THE  VETERANS  ADMINISTRATION  are  aflFccted  by  the  Social  Security 
Act: 

A.  Supplemental  payments  to  a  undow  (and  to  a  widower  under 
certain  conditions)  of  a  veteran  who  died  in  service  or  from 
a  service-connected  cause  and  who  was  survived  by  a  widow 

(widower)  and  t^yo  or  more  children.  The  amount  of  the 
monthly  payment  is  $28  for  each  child  in  excess  of  one.  How- 
ever, the  total  supplemental  payment  will  not  generally  ex- 
ceed $128  minus  the  total  of: 

1.  Survivors  benefits  payable  under  the  Social  Security  Act; 
plus 

2.  Survivors  benefits  payable  under  the  Railroad  Retirement 
Act;  plus 

3.  "Special  Payments"  payable  to  survivors  of  veterans  who 
died  after  1956.  ("Special  Payments"  are  described  in  "B" 
below.) 

B.  Special  payments  are  made  by  the  Veterans  Administration 
to  a  widow,  wido^ver,  former  wife  divorced,  parent,  or  child 
of  the  deceased  veteran  if  all  of  the  following  conditions  are 
met: 

1.  The  veteran  died  after  1956: 

a.  While  in  the  service;  or 

b.  As  a  result  of  service  performed  after  9M5/40:  and 

2.  The  veteran  ^vas  not  insured  under  the  Social  Security 
Act;  and 

3.  Survivors  could  be   entitled   to  monthly  social   security 
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benefits  if  the  veteran  had  been  insured  under  the  Social 
Security  Act;  and 
4.    The  survivor  is  not  disqualified  from  receiving  social  se- 
curity benefits  because  the  Railroad  Retirement  Board 
has  jurisdiction  of  the  survivor's  claim. 
The  term  "service"  as  used  in  (B)  above  means  active  duty,  active 
duty  for  training,  or  inactive  duty  training. 

2547.  Veterans  benefits  administered  by  agencies  other  than 
iHE  veterans  administration  include: 

A.  Retired  pay  for  disability  incurred  in  active  service  and  re- 
tired pay  for  age  and  longevity  of  service— administered  by 
the  service  departments   (Army,  Navy,  etc.). 

B.  Social  security  wage  credits  for  service  during  the  World  War 
II  and  post- World  War  II  periods— administered  by  the  Social 
Security  Administration  (replaced  beginning  1/57,  by  con- 
tributory coverage  for  members  of  the  Armed  Forces).  §  §  964- 
970  give  information  on  granting  wage  credits. 

C.  Farm  Loan  Benefits— administered  by  the  Farmers'  Home  Ad- 
ministration of  the  Department  of  Agriculture. 

D.  Burial  space  and  memorial  plots  in  national  cemeteries— ad- 
ministered by  U.S.  Army  Quartermaster  Corps  and  National 
Park  Service  of  Department  of  the  Interior  (headstones  or 
grave  markers  also  are  available  through  the  Quartermaster 
Corps). 

E.  Assistance  in  obtaining  home  loans  and  preference  in  housing 
purchase  or  rental— administered  by  U.S.  Housing  and  Home 
Finance  Agency. 

F.  Re-employment  rights,  preference  in  job-finding  assistance, 
unemployment  compensation,  Federal  civil  service  preference 
—administered  by  U.S.  Department  of  Labor,  State  employ- 
ment offices  and  U.S.  Civil  Service  Commission. 

2548.  A  SUMMARY  OF  THE  FEDERAL  BENEFITS  AVAILABLE  TO  VET- 
ERANS AND  THEIR  DEPENDENTS  has  been  published  in  a  "Veterans' 
Administration  Fact  Sheet,  IS-1."  The  booklet  may  be  obtained 
from  the  Superintendent  of  Documents,  U.S.  Government  Printing 
Office,  Washington  D.C.,  for  20  cents. 

2549.  The  federal  government,  states,  and  many  localities 
HAVE  RETIREMENT  SYSTEMS  that  covcr  some  or  all  of  their  employees. 
Most  of  these  systems  make  payments  to  a  qualified  employee  who 
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is  disabled  or  retires  because  of  old  age.  Some  also  provide  annuities 
for  survivors  of  the  employee. 

2550.  Most  civilians  who  work  for  the  federal  government 
are  covered  by  the  Civil  Service  Retirement  Act  and  the  Federal 
Employees'  Group  Life  Insurance  Act.  For  retirement  purposes, 
other  Federal  laws  cover  some  special  groups,  such  as  foreign  serv- 
ice officers.  Federal  employment  not  covered  under  other  retirement 
systems  generally  is  included  under  the  Social  Security  Act. 

The  Civil  Service  Retirement  Act  provides  annuities  to  qualified 
employees  who  retire  because  of  age  or  disability,  to  the  widows 
and  minor  children  of  employees  who  die,  and,  in  certain  circum- 
stances, to  the  survivors  of  annuitants.  Deferred  annuities  are  also 
payable  at  age  62  to  persons  who  have  been  in  Government  service 
but  have  left  it  before  retirement  age,  if  they  have  not  withdrawn 
their  contributions.  The  amount  of  payments  depends  on  the  em- 
ployee's "high-5"  average  salary  and  length  of  service.  A  minimum 
of  5  years'  civilian  service  is  required  for  entitlement  to  annuity 
benefits.  The  Act  is  administered  by  the  Bureau  of  Retirement  and 
Insurance,  U.S.  Civil  Service  Commission,  Washington,  D.C.  20415. 

The  Federal  Employees'  Group  Life  Insurance  Act  provides  in- 
surance benefits  for  survivors  of  deceased  Federal  employees  who 
have  not  waived  coverage  under  the  Act.  Generally,  life  insurance 
coverage  stops  31  days  after  separation  from  Federal  service,  but  in- 
sured employees  may  retain  coverage  if  they  retire  on  an  immediate 
annuity  either  for  disability  or  after  at  least  12  years  of  creditable 
service.  Claims  are  handled  by  the  Office  of  Federal  Employees' 
Group  Life  Insurance,  4  E.  24th  Street,  New  York,  N.Y.  10010. 

2551.  Retirement  systems  administered  by  states  or  local  sub- 
divisions cover  about  three-fourths  of  the  persons  employed  by  these 
governments.  Under  practically  all  these  systems,  the  employee  con- 
tributes to  the  plan.  Most  of  the  systems  provide  for  retirement  be- 
cause of  disability  as  well  as  for  age.  Conditions  for  receiving  benefits 
and  amounts  of  benefits  vary  widely.  Usually  an  employee  must  have 
had  a  considerable  period  of  service  to  receive  a  substantial  annuity. 
A  person  who  leaves  his  job  after  considerable  service,  but  before 
retirement  age,  may  have  the  option  either  of  having  his  contribu- 
tions returned  or  of  leaving  his  contributions  in  the  plan  so  that  they 
may  count  toward  an  annuity  at  retirement  age. 

The  special  systems  for  policemen  and  firemen  now  make  provi- 
sion for  monthly  benefits  to  survivors  of  an  employee  who  dies,  and 
increasing  attention  is  being  given  in  the  other  retirement  systems 
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for  such  protection,  particularly  for  aged  widows.  Generally,  how- 
ever, provision  for  survivors  consists  either  of  a  refund  of  contribu- 
tions or  continuing  payments  to  the  survivors  of  an  annuitant  who 
has  chosen  to  take  a  reduced  payment  for  himself  for  as  long  as  he 
lives. 

The  Social  Security  Act  permits  a  State  to  enter  into  a  voluntary 
agreement  with  the  Federal  Government  to  accept  Federal  retire- 
ment and  survivors  insurance  coverage  for  any  one  or  more  "cover- 
age groups"  of  employees  of  the  State  or  its  political  subdivisons. 
Information  on  coverage  of  State  and  local  employees  is  given  in 
chapter  10. 
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References  Are  to  Section  Numbers 

-A- 


Account  number  (See  Social  security  num- 
ber) 

Accounting  for  benefits,  representative 
payee,  1621 

Accreditation  of  hospitals,  2223-2225 

Accrued  benefits,  1900-1902 

Accumulated  benefits,  1620 

Active  duty  (military),  961,  962 

Actuarial  reduction  (See  Reduction  of 
benefits) 

Address,  reporting  change  of,  131 

Adjustment  of  benefits  at  age  65,  731 

Adjustment  of  benefits  for  maximum,  734, 
735 

Adjustment  of  benefits  to  recover  overpay- 
ment, 1909-1911 

Administration  of  hospital  insurance  bene- 
fits, 136 

Administration  of  social  security  programs, 
111 

Administrative  appeal  by  State  of  Secre- 
tary's determination,  1020 

Administrative  finality,  2002 

Administrative  responsibility.  Supplemen- 
tary Medical  Insurance,  2400 

Administrators  of  estates,  trade  or  busi- 
ness, 1115 

Adopted  child,  defined,  338 

ADOPTION  OF  CHILD: 

annulled,  benefits  reinstated,  1853 

benefits,  effect  on,  350,  422 

contract  to  adopt  (equitable  adoption), 

339 
inheritance  rights,  339 
proof,  1713 

terminates  benefits,  when,  350,  1850 
Adult  beneficiary  defined,  1604 
Advance  payment  of  wages,  1320 
Adverse  claimant's  benefits  withheld,  1912 
Advice  and   consultation   by   farm   owner, 

1228 
Against  equity  and  good  conscience,  1922, 

1923 
Age  18,  child  beneficiary  in  school,  1715 
Age  62,  minimum  PIA,  722 
Age    62,    payments    to    female    employees 

after,  1319 
AGE  65: 

adjustment  of  benefits,  731 

hospital  insurance  benefits,  104,  2101, 

2200 
medical  insurance  benefits,  105 
payments    to    male    employees    after, 
1319 


AGE  65:  —Continued 

Supplementary      Medical      Insurance 
Plan,  2300-2302,  2306 
AGE  72: 

public    assistance    payments,    restric- 
tions,  358 
special    cash    monthly    payment,    216, 
356, 357 
Age,  attainment,  definition,  2306 
Age,  factor  of  substantial  gainful  activity, 

525 
AGE,   PROOF   OF: 

acceptable  documents,  1705,  1706 
when  required,  1704 
Agent,  defined  (farm  rental),  1221 
Agent-drivers,  status  as  employees,  826 
Agreement  for  farm  rental,  1222 
Agreement  of  State  and  local  coverage  (See 

Federal-State  agreement) 
Agricultural   commodities,   listed,   905 
Agricultural  enterprise  (See  Farm  income) 
AGRICULTURAL   LABOR: 
cash  pay  test,  901,  902 
cotton  ginning,  911 
crew   workers,  employer-employee   re- 
lationship, 831 
crude  gum  and  related  products,  910 
cultivating,  raising,  harvesting,  906 
domestic  service  on  farm,  914,  916 
farm  defined,  903 
foreign  workers,  915 
harvesting,  906,  908 
hurricane  debris,  clearing,  909 
marketing  of  commodities,  913 
migrant    workers,    employer-employee 

relationships,  831 
nonbusiness  work  on  farm,  914,  925 
operation,  management,  conservation, 

improvement,  etc.,  of  farm,  909 
processing,    packaging,    transportation 

of  farm  commodities,  913 
quarters  of  coverage  based  on,  203 
raising  crops,  906,  907 
selling  farm  products,  909 
20-day  work  test,  901 
types  of  farm  work  covered,  904 
waterways,  ditches,  etc.,  912 
Aid  to  blind,  2514 
Aid  to  families  with  dependent  children, 

2513 
Aid  to  permanently  and  totally  disabled, 

2515 
ALIEN: 

deported  (See  Deportation  of  worker) 
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ALIEN:  —Continued 

hospital  insurance  benefits,  2106,  2107 

Supplementary      Medical      Insurance 

Plan,  2302 

ALIEN    NONPAYMENT    PROVISIONS, 

1842-1844: 

absence  from  U.S.  less  than  6  months, 

1843 
lump-sum  death  payments,  1844 
Alien  Registration  Receipt  Card,  2107 
Aliens,  nonresidents  temporarily  admitted 

to  U.S.,  949 
Allied  armed  forces,  service  in,  967 
Ambulance  service,  medical  health  insur- 
ance, 2406 
American  citizenship,  evidence  of,  1726 
American  Dental  Association,  2219 
American  employer,  defined,  972 
American   Medical  Association,  2219 
American    Osteopathic   Association,    2219, 

2223 
American  vessel  or  aircraft,  defined,  971 
Amputation  of  limb,  604 
Anesthesiologists,  2219 
ANNUAL  EARNINGS  TEST: 

after  termination  of  benefits,  1812 

age  72,  earnings  after,  1812 

before  1966,  1825 

earnings  counted,  1813,  1817 

earnings  less  than  $1500,  1803 

earnings  not  counted,  1814 

earnings  over  $1500,  charging,  1804 

fiscal  &  short  taxable  years,  1802 

general  discussion,  1801 

identity  of  person  to  whom  earnings 

belong,  1817 
ignorance  of,  reason  for  overpayment, 

1920 
self-employed  beneficiaries,  1816,  1817 
substantial  services,  1816 
when  "earned"  and  when  "paid,"  1815 
year  of  application,  1812 
ANNUAL  REPORT  OF  EARNINGS: 
deadline  for  filing,   1819 
failure  to  file  or  late  filing,  1821: 
effect  on  dependents'  benefits,  1823 
excused  for  good  cause,  1836 
loss  of  benefits,  1818 
penalty  for,  1821,  1822 
information  required,  1820 
reports  in  addition  to,  1824 
requirement,  general,  1818 
Annuities  for  railroad  service,  2531-2534 
Annuity  plan  payments,  1317 
APPEALS   COUNCIL: 

claimant  dissatisfied,  2012 
extension  of  time  to  request,  2013 
hospital  insurance  benefit  controversy, 

2012 
notice  of,  2012 


APPEALS   COUNCIL:    -Continued 

review  of  record,  2011,  2012 
Appeals  procedure,  2003  (See  also  Recon- 
sideration; Hearing;  Review  of  Record) 
Applicant  outside  the  U.S.,  115 

APPLICATION  FOR  BENEFITS: 

applicant  outside  U.S.,  115 

assistance  in  completing,  1512 

date  of  filing,  establishing,  1507 

delay  in  filing,  1513 

delayed  filing,  effect  of,  1504 

disability,  501 

enrollment   under  medical   insurance, 

115 
false  statements  of  material  fact,  crimi- 
nal prosecution,  152-155 
filing  in  advance,  1502,  1503 
filing  promptly,  desirability,  1504 
filling  out  forms,  1511 
general,   1500 

lump-sum  death  payment,  437,  1517 
misrepresentation     of    material     fact, 

criminal  prosecution,  152-155 
more  than  one  benefit,  1510 
persons  outside  U.S.,  1505 
postmark  as  filing  date,  1507 
Railroad  Retirement  Board,  filed  with, 

1506 
requirements  to  be  valid,  1508,  1509 
retroactive,  1513,  1514 
scope  of,  1510 
signature  by  mark,  1511 
special  monthly,  age  72,  357 
Veterans    Administration,   filed  with, 

1506 
where  to  submit,  115,  1505 
who  must  execute,  1501 
withdrawal  of,  1515,  1516 
written  statement  as,  1509 
Application    for    Enrollment    in    Supple- 
mentary Medical  Insurance  Plan,  Form 
SSA-40,  2304 
Application    for    Hospital    Insurance    En- 
titlement, SSA-18,  2108 
Application   for   Social   Security   Number, 
SS-5,  1404: 
obtaining,  113 
photocopy  furnished,  140 
Appointment  as  fiduciary,  guardian,  etc., 

evidence,  1611 
Apportionment   of  partial   benefits,    1809- 

1811 
Armed  forces  (See  Military  service) 
Arthritis,  605 

Assistance  programs  (See  Public  assistance) 
Association    taxable    as    corporation,    802, 

1112 
Attachment  or  levy,  benefits  exempt,  133 
Attainment  of  age,  definition,  2306 
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ATTORNEY: 

fee,  representing  claimant,  2015 

representation  at  hearing,  2009,  2014 
Auditory  impairments,  607 
Automatic  1965  recomputation,  723-725 
Auxiliary    beneficiaries,     1810,   1811,   1835, 

1847 
AVERAGE       MONTHLY       EARNINGS 
(AME): 

closing  date  for  computing,  715 

computation,  707 

drop-out  years,  716 

maximum   earnings  counted   in   year, 
719,  721 

new-start  and  old-start  methods,  703 

1958  PIA  computation  method,  713 

1965  new-start  method,  705 

1965  old-start  method,  706 

self-employment     income,     allocating, 
720 

starting  date  for  computing,  714 

-B- 
Back  pay  as  wages,   1323 
Bank,    power    of    attorney    over    benefit 

checks,  134 
Beneficiary,  adult  defined,  1604 
Beneficiary    dies    before    cashing    benefit 

checks,  1902-1905 
Beneficiary  of  trust,  trade  or  business,  1116 
Beneficiary  working  (See  Deductions  from 

benefits) 
Benefit  programs,  general,  2500 
BENEFITS  (See  also  specific  benefit): 
accrued,  1900-1902 
actuarial  reduction  (See  Reduction  of 

benefits) 
adjustment  of,  731,  734,  1909-1911 
alien  nonpayment  provision,  effect  on, 

1842-1844 
based  on  earnings,  1400 
capability  of  handling,  1604-1607  (See 
also  Incompetent  adult  beneficiary) 
checks  (See  Checks  tor  benefits) 
deductions  for  work  (See  Deductions 

from  benefits) 
deportation,  effect  of,   1838-1840 
disability     (See     Disability     insurance 

benefits) 
end  (See  Termination  of  benefits) 
exempt  from  attachment,  levy  or  gar- 
nishment, 133 
figuring  (See  Computation  of  benefits) 
fixed-rate,  700 
forfeiture  for  treason  (See  Subversive 

activities  conviction) 
Government  pension  payments,  age  72, 

359 
hospital  (See  Hospital  insurance  bene- 
fits) 
kinds  of,  discussion,  102 


benefits:  -Continued 

maximum,  721 

more  than  one  at  same  time,  736-741 
nonpayment  or  partial  payment,  1800 
overpayment     (See     Overpayment     of 

benefits) 
paid  direct  to  adult  beneficiary,  when, 

1604 
paid  direct  to  child  beneficiary,  when, 

1602 
paid  to  person  other  than  beneficiary 

(See  Representative  payee) 
partial,  1809-1811 
proper    use    by    representative    payee, 

1616-1619 
refiguring     (See     Recomputation      of 

benefits') 
reinstatement    (See    Reinstatement    of 

benefits) 
rounding,  742 
statutory  exemption,  133 
underpayments,  1900-1905 
widow    entitled     to     another    higher 

benefit,  741 
withheld     to     recover     overpayment, 
1909-1911 
Birth  date,  proof  of,  1704,  1705 
Blind  persons,  aid  to,  2514 
Blindness,  definition,  513 
Blindness,  disability  insured  status,  211 
Blood,  2206,  2209 
Blood  disorders,  effect  of,  620 
Bonds,    interest   on,    1205,    1209    (See   also 

Securities) 
Bonuses  and  wage  dividends,  1322 
Booklets   (See   Pamphlets) 
Bureau   of  Hearings  &  Appeals   (See  Ap- 
peals Council) 
Burial  expenses  (See  also  Lump-sum  death 

payment) 
Business   expenses    deducted    from   wages, 
1337 

-C- 
Calendar  quarters,  201-203 
Capital  gains  or  losses,  1210 
Capital  interest,  transfer  in  family  partner- 
ship, nil 
Cardiovascular   system    impairments,    612- 

618 
Carriers,  medical  insurance,  2426,  2427 
CASH  PAY  TEST: 

agricultural  labor,  901,  902 
domestic  service,  916 
general,  1303 

homeworkers  (home  craftsmen),  829 
nonbusiness  work,  925 
nonprofit  organization,  933>  941,  1304 
Certificate  of  election   to  receive  reduced 

wife's  benefits,  732 
Cessation  of  disability,  531,  532 
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Change  in  Administration  position  (over- 
payments), 1925 
Change  of  address,  reporting,  131 
Change  of  name,  reporting,  113 
Chaplains,  coverage,  1134 
Charts  (See  Tables  and  charts) 

CHECKS   FOR   BENEFITS: 

beneficiary  outside  U.S.,   125 
cashed  by  person  not  entitled,  130 
change  of  address,   131 
combined  for  children,  128 
combined  for  husband  and  wife,  127 
endorsement  by  mark,  132 
lost  or  stolen,  131 
mailing,  126,  131 
nonreceipt,    131 
power  of  attorney,  134 
return  of,  129 

uncashed  due  to  payee's  death,  1902- 
1905 

CHILD: 

adoption  (See  Adoption  of  child) 
deemed  child  of  worker,  337 
deemed  stepchild  of  worker,  341 
defined,  334 

disabled  (See  Disabled  child) 
minor  child  defined,  1602 
payment  of  benefits  direct  to,  1602 
payment  to  person  on  behalf  of  child 

(See  Representative  payee) 
support  of  (See  Dependency  of  child) 

CHILD  "IN  HER  CARE": 

disabled  child,  312,  314,  1832 

evidence,   1723 

failure  to  have,  deductions,  1833 

full-time  student  age  18-21,  effect  on 
benefit,  1831 

general  discussion,  312,  1831 

parental    control    and    responsibility, 
313 

personal  services,  314 

separation  of  mother  and  child,  315: 
child  away  at  school,  318 
illness  or  disability,  319 
mother's  employment  causes,  317 
temporary  separation,  316 
Child   of   deceased   worker,   defined,   419 

CHILDREN,  SERVICES   FOR: 

aid  to  dependent  children,  2513 

crippled  children,  2525 

maternal    and    child    health    service, 

2524 
types  of,  2523 
welfare,  2526 

CHILD'S  INSURANCE  BENEFITS: 

deemed  child  of  worker,  337 
definition  of  "child,"  334 
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CHILD'S  INSURANCE  BENEFITS:-Cont. 

definition  of  child  of  deceased  worker, 

419 
dependency  of  child,  342-347  (See  also 

Dependency  of  child) 
disabled,  18  or  over,  509 
entitled   on  more   than   one  earnings 

record,  738,  740 
illegitimacy  of  child,  1708-1712 
legitimacy  of  child,  335,  336,  345,  419 
nonpayment  of,  421 
partial  or  nonpayment,  349 
proofs,  1707-1714 
rate  or  amount  of,  348,  420 
reentitlement,  351 
reinstatement,      adoption      annulled, 

1853 
requirements,  333,  418 
student,  age  18,  1715 
student  age  18-22,  351-355,  418-422 
terminating  events,  350,  422 
termination  of  reentitlement,  352 
when  entitled  on  second  earnings  rec- 
cord,  739 
Christian  Science  practitioners,   1130 
Christian  Science  sanatorium,  2257 
Citizen  of  U.S.,  Supplementary  Medical  In- 
surance Plan,  2302 
Citizenship,  U.S.  defined,  971 
Citizenship,  U.S.  evidence  of,  1726 
Civil  Rights  Act  of  1964,  2222 
Civil    service    annuitants.    Supplementary 

Medical  Insurance  Plan,  2300,  2325 
Civil  Service  retirement,  benefits  described, 

2550,  2551 
Civil  suit  by  U.S.  to  recover  overpayment, 

1915,   1916 
Claims   for   benefits   (See   Application   for 

benefits) 
Clergymen  (See  Ministers) 
Coast  and  Geodetic  Survey,  military  wage 

credits,  968 
College,  qualification   as  "educational   in- 
stitution," 353 
College  club,  domestic  service  by  student, 

920,  921 
College  or  university,  student  employment, 

922 
Coinsurance,  hospital  services,  2206,  2208, 

2231,  2232 
Coinsurance,  medical  insurance  plan,  2416, 

2417 
Combined  checks,  127,  128 
Commission   drivers,  status  as  employees, 

826 
Commissions  of  employee-salesmen,  1308 
Commissions   on   life   insurance   renewals, 

1309 
Common-law  marriage,  307,  1717 


COMMON  LAW  TEST: 

crew  leader  (agricultural)  employment 

status,  831 
factors,  804-824 
general,   803 

migrant  worker,  identity  of  employer, 
831 
Communicable    disease,    health    insurance 

benefits,  2217 
Communist  front  organizations,  950,  2109 
Community  property  States,  husband  and 
wife,  927,  1113 

COMPUTATION   OF  BENEFITS: 

age  72,  examples,  359 

base  years,  710 

disability  period,  213,  214 

disability  period  excluded,  717 

drop-out  years,  716 

elapsed  years,  709 

formulas,  703,  727 

maximum   benefits,   733-735   (See   also 

Maximum  benefits) 
1960  method,  711 
1965  method.  707 

PIB  (See  Primary  insurance  benefit) 
reduction  of  benefits   (See   Reduction 

of  benefits) 
refiguring     (See     Recomputation     of 

benefits) 
years  of  at  least  $200  earnings,  704 
Computation  of  farm  income,  1237-1244 
Confidentiality    of    information,    139    (See 

also  Disclosure  of  official  information) 
Conflicts  about  coverage  or  wages,  1424 
Conservation  reserve  payments  to  farmers, 

1235 
Consultative  examination,  530 
Contribiuions  by  State  under  Federal-State 

agreement,   1018,   1021,   1022 
Conviction  for  subversive  activities,   1845- 

1849 
Conviction  of  certain  Federal  crimes,  2303 

CORPORATION: 

association  classifiable  as,  802 
defined,  802 

family  employment  for,  928 
foreign  subsidiary,  974-976 
officers    and    directors,    status    as   em- 
ployees, 801 
Cotton  ginning,  911 

Court  order,  beneficiary  adjudged  incom- 
petent, 1606 
Court  reporters,  coverage,  1127 
Court  review  of  hospital  insurance  benefit 

controversy,  2012 
Court-allowed  fee,  2015 

COVERAGE: 

agreement,    by    foreign    subsidiary    of 
domestic  corporation,  976 


COVERAGE:  -Continued 

agreement.  State  and   local   (See   Fed- 
eral-State agreement) 
agricultural    labor,   901-915    (See    also 

Agricultural  labor) 
District   of   Columbia    and    its    instru- 
mentalities, 952 
domestic  service  (See  Domestic  service) 
employment  outside  the  U.S.,  971 
family  employment,  927,  928 
fishermen  and  crabbers,  946 
general  discussion,    1)0,  900 
included-excluded  rule,  978,  979 
interns  in  Federal  hospitals,  951 
Job  Corps  members,  955 
medical  and  dental  residents  in  train- 
ing, 951 
military  service,  1305,  1306 
military  service  after  1956,  959 
ministers,  election  of  coverage,  1130 
Neighborhood  Youth  Corps  enroUees, 

956 
nonprofit  organization  employees,  931, 

932,  939 
occupations  not  covered,  list,  110 
Peace   Corps  volunteers  or  volunteer 

leaders,  953 
railroad  employment,  977 
self-employed    persons    (See    Self-em- 
ployment coverage) 
State  and   local  employees   (See  State 
and  local  government  employment) 
volunteers     in     service     to     America 

(VISTA),  958 
work-study  program  enrollees,  957 
Coverage  groups.  State  and   local  govern- 
ments (See  State  and  local  government 
employment) 
Coverage   period.  Supplementary   Medical 
Insurance  Plan,  2311-2316 

CREW  LEADER,  AGRICULTURAL: 

employment  status,  determining,  831 
records    farm    operators    must    keep, 
1413 

CRIMINAL  PENALTIES: 

conviction     for    subversive    activities, 

1845-1849 
false    statements    to    obtain    benefits, 
1702 
Criminal    prosecutions   and    penalties    for 

fraud,  152-155 
Crippled  children's  program,  2525 
Cropland  conversion  program,  1236 
Crude  gum  and  related  products,  910 
Cultivating,  agricultural  labor,  906 
Current   needs   of  beneficiary,   representa- 
tive payee,  1617-1619 
Currently  insured  status,  210 
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-D- 

Data  Processing  and  Accounts,  Bureau  of, 

137,  138 
Dealer  in  stocks  and  securities,  1206 

DEATH: 

body  not  recovered,  1720,  1721 
impairment  resulting  in,  517 
murder,    effect    on    survivor    benefits, 

400,  1722 
presumed,    1721 
proof  of,  1720 
DEDUCTIBLE  HOSPITAL  SERVICES: 
blood,  2206,  2209 
coinsurance,  2206 
extended  care,  2231 
$40  deductible,  2206 
outpatient  diagnostic,  2252 
DEDUCTIONS    FROM    BENEFITS    (See 
also  Annual  earnings  test): 

adjustment  of  overpayment,  1910 
adjustment  of  reduction  factor  at  age 

65,  731 
applicability,  1807,  1808 
chart,  1804 

development  of,  1807,  1808 
disability  beneficiaries,  1801 
excess  earnings,  charging,  1805-1808 
failure  to  have  child  in  her  care,  1831- 

1833 
failure  to  report  foreign  work  activity, 

1830 
foreign  work,  7-day  test,  1826-1830 
maritime  taxes,  unpaid,  1841 
months  skipped   (figuring),   1807 
months  skipped  (withholding),  1808 
noncovered      remunerative      activity, 

1828 
partial   benefit,    1809 
partial  benefit,  auxiliary  beneficiaries, 

1810,  1811 
report  of  work  activity,  1824  (See  also 

Annual  report  of  earnings) 
report  required,  foreign  work  activity, 

1829 
self-employment,   substantial   services, 

1816,  1817 
Supplementary      Medical      Insurance 

Plan,  2322 
Defeat  the  purpose  of  the  program,  1921 
Dental    residents    in    training    in    Federal 

hospitals,  coverage,  951 
DEPENDENCY  OF  CHILD: 

father  or  adopting  father,  343 
general,  342 

illegitimate  child's  dependency,  345 
mother  or  adopting  mother,  345 
stepfather,  344 
stepmother,  346 

time  at  which  child  must  be  depend- 
ent, 347 


Dependent    children,    aid    to    (State    pro- 
grams), 2513 

DEPORTATION   OF  WORKER: 

dependents  or  survivors,  1839 
lump-sum  death  payment,  436,  1840 
nonpayment  of  benefits,  1838 

DETERMINATIONS: 

finality,  2002 

good  cause  for  reopening  or  revising, 

2002 
initial,  2001 
Diabetes  mellitus,  effect  of,  622 
Diagnostic    tests.    Supplementary    Medical 

Insurance  Plan,  2405 
Digestive  system  diseases  &  disorders,  611 

DISABILITY  (See  also  specific  disease): 
blind  worker  disabled  before  age  31, 

211 
blindness  defined,  513 
cessation  of,  531,  532 
death  likely,  517 
defined,  513 
determination,   135 
determination,  basis  of,  527 
determination,  disclosure  of  informa- 
tion, 144 
determination,  independent,  526 
determination  factors,  518 
earnings,  amount  of,  535,  536 
evidence  requirements,  528,  529 
examinations,  consultative,  530 
freeze   (See  period  of:) 
impairment,  inability  to  work,  524 
impairment  insufficiently  severe,  523 
insured  status  defined,  211 
medical  evidence  as  basis  of,  519-521 
medically    determinable    impairment, 

515 
nonmedical   or  vocational   factors   in 
determining,  substantial  gainful  ac- 
tivity, 525 
period  of: 

application  filing  date,  effect,  511 

beginning  date,  511 

defined, 510,  513 

established,  213,  214 

excluded  in  figuring  benefits,  717 

filing  in  advance,   1502 

insured   status   requirement,  211, 

212 
termination,  512 
waiting  period  not  required,  504 
precluded,  substantial  gainful  activity, 

522,  533 
self-employed  person,  536 
standards  for  evaluating  severity  and 

duration  of  impairment,  601,  602 
substantial    gainful    activitv    defined, 
514 
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DISABILITY:  -Continued 

trial  work  period,  rehabilitation,  537- 

541 
types  of  protection,  500 
work  while  disabled,  533 
Disability  Insurance,  Bureau  of,   135 

DISABILITY  INSURANCE  BENEFITS: 

amount  or  rate,  505 

closing   date    for    computing    average 

monthly  earnings,  715 
conversion  to  old-age  insurance  bene- 
fits, 508 
elapsed  years,  709 
filing  in  advance,  1502 
insured  status  requirement,  211,  212 
1965    automatic    recomputation,    723- 

725 
payment  prohibited,  507 
person  also  entitled  to  another  higher 

benefit,  737 
reduced  benefit  rate,  726 
reduced  for  age,  729 
requirements,  501,  516,  526 
retroactive  payment,  503 
termination,  508 
trial  work  period,  rehabilitation,  537- 

541 
waiting  period,  502,  504 
Workmen's    Compensation,    effect    of, 

1835 
Workmen's    Compensation    for    same 

month,  506 
Disability  insured  status,  211,  212 
Disability  or  sick  pay,  1312,  1313 

DISABLED   CHILD: 

benefits  paid  direct  to,  1602 
child's  insurance  benefit,  509 
in  her  care: 

defined, 312 

nonpayment  of  benefits,   1832 
personal  services,  314 
marriage,  effect  on  benefits,  422 
selection  of  representative  payee,  pref- 
erence order,  1610 
Disabled  persons,  aid  to  (State  programs), 

2515 
Disabled  persons,  work  by  (See  also  Sub- 
stantial gainful  activity) 

DISCLOSURE  OF  OFFICIAL  INFORMA- 
TION: 

amnesic,   insane,   or   deceased   person, 

149 
deceased  person's  representative,  150 
disability  determination,  144 
earnings  information  to  worker,   140 
employer,  146,  147 
Federal  agencies,  142 
Federal  law  enforcement,  141 
labor  union,  147 


DISCLOSURE  OF  OFFICIAL  INFORMA 

TION:— Continued 

legally    reportable   medical    condition, 
148 

medical  information,   140 

photocopy  of  application  for  number, 
140 

private  welfare  or  retirement  plan,  147 

restriction  on,  139 

State  agencies,  143 

State  and  local  coverage,  145 
Dishonorable  discharge  (military),  966 
Dismissal  pay  as  wages,  1324 
District  of  Columbia  and  its  instrumentali- 
ties, 952 
District  office,  duties,  112,  117-121,  2009 
Divided  coverage,  State  or  local  retirement 

systems,  1011 
Dividends   or    interest   as   earnings,    1205- 

1209 
Divorce,  308 

DIVORCED  WIFE,  INSURANCE  BENE- 
FITS: 

benefits  reinstated,   1852 

family  maximum,  adjustment,  734-736 

requirements,  311 

terminating  events,  322 
Doctors  of  medicine,  coverage,  924,  1100 
Doctor's   statement   of  competency   or   in- 
competency of  beneficiary,  1607 
Documentary  evidence,   1702,   1703 
Documents,  original,  1702 
DOMESTIC  SERVICE: 

cash  pay  and  work  tests,  916 

coverage,  general,  916 

defined,  917 

farm  operated  for  profit,  914,  916 

private  home  defined,  918 

reporting  wages  of  employees,  1408 

rounding  wages  to  nearest  dollar,  919 

student  for  local  college  club,  920,  921 
Driver-agent,   status   as   employee,   826 
Drop-out  years,  716 
Drugs  and  biologicals,  2218 

-E- 

EARNINGS  (See  also  Wages;  Self-employ- 
ment income): 

basis  for  benefits,  1400 

computation  years,  708 

erroneously  reported  by  non-profit  em- 
ployer, 940 

excess  computed,  1804 

false  statement  of  material  fact,  crimi- 
nal prosecution,  152-155 

maximum  (See  Maximum  earnings  in 
year) 

misrepresentation  of  material  fact, 
criminal  prosecution,  152-155 

railroad,  when  counted,  977 
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EARNINGS:  -Continued 

reports  filed  by  employer,    1404   (See 

also  Tax  returns) 
statement,  requesting,  114,  1420,  1421 
EARNINGS  RECORD: 

annual  reappraisal,  723 
benefit  payable  on  two  earnings  rec- 
ords, 737 
correcting,  method,  1422,  1423 
disclosure  of,  140 

freeze  (disability,  period  of),  213,  214 
function,  1400,  1403 
kept  in  Baltimore,  137,  138 
notice  of  change  in,  1429 
right   to  request  statement,   1420 
time  limit  to  correct,  1019,  1425,  1426 
Economic  Opportunity  Act  of  1964,  youth 

programs,  954-958 
Education,    factor    in    substantial    gainful 

activity,  525 
Election    to   receive   reduced   wife's   bene- 
fits, certificate,  732 
Emergency    hospital    services,    2222,    2226, 

2227 
EMPLOYEES: 

agent-drivers,  status  as,  826 

classes  of  workers,  800 

commission-drivers,  826 

common  law  test,  803-824 

common  law  test  not  applicable,  825 

corporation  officers  and  directors,  801 

court  reporters,  1127 

disagree   with   employer  about   wages 

or  coverage,  1424 
employer,  identifying,  830 
farm  crew  workers,  831 
foreign  governments,  of,  1125 
general  discussion,  800 
homeworkers   (home  craftsmen),   829 
household  (See  Domestic  service) 
international  organizations,  1125 
life  insurance  salesmen,  827 
migrant  farm  workers,  831 
newspaper  vendors,  1124 
partners,  status  as,  802 
public  officials,   1126 
salesmen,  803,  804,  827,  828 
social    security    card,    obtaining,    113, 

1404 
special  occupations,  826-829 
State  or  local  (See  State  and  local  gov- 
ernment employment) 
status  under  social  security  (See  Cover- 
age) 
tips,  reporting  of,  1407 
Withholding    Tax     Statement,     W-2, 
1411 
EMPLOYER: 

American  employer  defined,  972 
conflict  about  wages  or  coverage,  1424 
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EMPLOYER:  -Continued 

deducting  employee  tax,  1406 

defined,  1404 

disclosure  of  information,   146,   147 

duties  of,  1404,  1411,  1412 

identification  of,  1404 

identifying,  specific  employee,  830 

reporting  employee's  wages,  1408  (See 

also  Tax  returns) 
retirement  or  medical  plans  for  em- 
ployees (See  Welfare,  retirement  or 
medical  plan) 
State  and  local  government  (See  State 
and  local  government  employment) 
tax   guides   and   pamphlets   available, 

1413 
tips,  taxes  on,  1407 
Employer's  Annual  Tax  Return  for  Agri- 
cultural Employees,  Form  943,  1408 
Employer's  Application   for  Identification 

Number,  1404 
Employer's  Quarterly  Federal  Tax  Return, 

Form  941,  1408 
Employer's    Quarterly    Tax    Return     for 
Household  Employees,  Form  942,  1408 

EMPLOYMENT: 

District  of  Columbia   and   its   instru- 
mentalities, 952 
evidence  (See  Wages:  evidence) 
family,  927,  928 
outside  the  U.S.,  971-976 
State  or  local  (See  State  and  local  gov- 
ernment employment) 
Endocrine  disorders,  effect  of,  621,  622 
Endorsement  of  checks,  132 
Enrollment,    medical    insurance    benefits, 

105,  115 
Enrollment,  Supplemental  Medical  Insur- 
ance Plan,  2301-2309 

ENTITLEMENT: 

child's  insurance  benefits,  333,  418 

divorced  wife,  311 

hospital  insurance  benefits,  2101,  2106, 

2111 
husband's  insurance  benefits,  323 
student  age  18-22,  351,  352,  418-422 
surviving  divorced  wife,  403 
widower's  insurance  benefits,  410 
widow's   insurance   benefits,  401 
Equitable  adoption   (of  child),   339 
Equitable  entitlement,  441,  442 
Equity  and  good  conscience,  against,  1922, 
1923 

ESTATE: 

administrators  or  executors,  1115 
disclosure  of  data   pertaining   to  de- 
ceased, 150 
liability  where  deceased  was  overpaid, 
1914,  1924 


ESTATE:  -Continued 

Supplementary      Medical      Insurance 

Plan.  2328 
trade  or  business  operated  by,  1117 
waiver  of  overpayment  recovery,  1923 
Events  affecting  beneficiary's  eligibility  for 

payments,  124 
EVIDENCE    (See    also    specific    factor    or 
benefit): 

adoption  of  child,  1713 

adult  beneficiary's  incapability,   1605- 

1607 
age,  1704-1706 

authorization  for  lump-sum  death  pay- 
ment, 1725 
charted,  by  benefit,  1700 
child  "in  her  care,"   1723 
citizenship,   U.S.,   1726 
confidentialness,  1701 
death,  1720 
disability,  528,  529 
documentary  or  written,  1702 
evaluation  factors,  1703 
marriage,  1716,  1717 
marriage,  common-law,   1717 
marriage,  termination  of,  1718,  1719 
medical,   as   basis   for   finding  of  dis- 

abilitv,  519-521 
parent-child  relationship,  1707-1714 
partnership,  existence  of,  1110 
paternity,  1708-1712 
requirements,  general,   116 
school  attendance,  1715 
step-relationship,  1714 
support  of  claimant,  1724 
support  of  husband,  329 
wage  amounts  paid  (See  Wages:  evi- 
dence) 
Exchange  student  or  visitor,  949 
Excluded  services.  State  and  local  govern- 
ment employment,   1005 
Excluded   services   under   Hospital   Insur- 
ance Benefits,  2261 
Exclusions,  home  health  services,  2243 
Exemption     from     self-employment     tax, 

1128,  1129 
Exercise  of  the  ministry,  defined,  945 
Expenses,    total    incurred,    medical    insur- 
ance, 2410,  2413 
Expenses  in  computing  net  earnings  from 

self-employment,  1204 
Expenses   not   covered   by   medical    insur- 
ance, 2412 
Extended    Care    Admission    and    Billing, 

SSA-1478,  2235 
EXTENDED   CARE  FACILITY: 
acceptable  charges,  2259 
agreement,  transfer,  2239 
arrangements  for  services,  2230,  2234 
certified  care,  2236 


EXTENDED   CARE  FACILITY: -Cent. 

Christian  Science  sanatorium,  2257 

coinsurance,  2232 

conditions  for  participation,  2238,  2239 

deductible,  2231 

Extended  Care  Admission  and  Billing, 
SSA-1478,  2235 

interns  and  residents-in-training,  2219 

participating,  2237-2239 

posthospital,  2229,  2230 

reccrtification,  2236,  2247 

services,  covered,  2234 

services  payable,  2201 

spell  of  illness,  2203 

utilization  review,  2233,  2238 
Extension  of  time  for  filing  appeal,  etc., 

2013 
Eye  impairments,  606 

-F- 

False  statement  of  material  fact,  criminal 

prosecution,   152-155 
False  statement   to  obtain   benefits,   1702 
Family  employment,  927,  928 
Family  maximum  benefits  (See  Maximum 

benefits) 

FAMILY  PARTNERSHIP: 

family  employment,  927,  928 
general,  1109 

in  community  property  States,  1113 
transfer  of  capital   interest,   1111 

FARM: 

commodities  listed,  905 

defined,  903 

domestic  service  on,  914,  916 

employment  (See  Agricultural  labor) 

income   from    (See   Farm   income) 

material    participation    (See    Material 

participation) 
nonbusiness  work  on,  914,  925 
operation,  management,  conservation, 

improvement,  etc.,  909 
partnerships,   1122 
rental  arrangement,  1222 
sale  of  products,  909 

FARM   INCOME: 

changing  method  of  figuring,   1244 
cropland     conversion     program     pay- 
ments, 1236 
grazing  income,  1233 
landlord's  share  of  crop,  1239 
net    earnings    from    self-emplovment, 

1237 
nonfarm  earnings  or  losses,  1242 
optional  method: 
general,    1237 
gross  income,   1238 
inclusiveness  of  net  earnings,  1241, 
1242 
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FARM   INCOME: -Continued 
table  summarizing,   1243 
rental  income  (See  also  Material  par- 
ticipation): 
general  discussion,  1221 
grazing  income,  1233 
sale  of  products  grown  in  prior  years, 

1234 
Soil  Bank  payments,  1235 
timber,  sale  of,  1240 
Farm  partnerships,  1122 
Fault  in  benefit  overpayment,  1918-1920 
Federal  agencies,  furnishing  data  to,  141, 

142 
Federal  civil  service  annuitant,  2300,  2325 
Federal  Disability  Insurance  Trust  Fund, 

109 
Federal  Employees'  Group  Life  Insurance 

benefits,  2550 
FEDERAL  EMPLOYEES  HEALTH  BEN- 
EFITS ACT  OF  1959: 

Hospital     Insurance     Benefits,     2109, 
2110 
Federal  employment,  951,  955 
Federal   Hospital   Insurance   Trust   Fund, 

109 
Federal  Old-Age  and  Survivors  Insurance 

Trust  Fund,  109 
Federal  provider  of  services,  Hospital  In- 
surance Benefits,  2258 

FEDERAL-STATE  AGREEMENT: 

contributions,  liability  of  State,  1018, 

1021.  1022 
definitions,  10O6 
effective  dates  of  coverage,  1014 
exclusion  of  services  available,  1005 
extension  of  coverage,  1000 
firemen  positions,  coverage,  1003,  1010 
noncovered  work,   1003 
policemen    positions,    coverage,    1003, 

1010 
public  transportation  system,  1004 
referendum  (See  Referendum) 
retirement  system  coverage,  1007-1011 
review    of    Secretary's    determination, 

1020 
Supplementary      Medical      Insurance 

Plan,  2316 
termination: 

by  Secretary  of  Health,  Education, 

and  Welfare,  1016 
by  State,  1015 
finality  of,  1017 
Federal-State  medical  assistance  program, 

2223 
Federal-State   public   assistance   programs, 

2509 
Federal  Supplementary  Medical  Insurance 

Trust  Fund,  109 
Fee  for  representing  claimant,  2015 


FEDERAL-STATE  AGREEMENT:  -Cont. 
Felonious  homicide,  claimant  potential  sus- 
pect,  1722 
Felonious  homicide  of  worker,  400 
Fiduciaries,  trade  or  business,  1115 
Fiduciary,    guardian,    etc.,     appointment, 

1611 
$1500  rule   (See  Annual  earnings  test) 
Fifty  dollar  minimum  pay  test,  933,  941, 

1304 
Figuring  medical  insurance  benefits,  2409 
Finality  of  determinations,  2002 
Firemen    (State    and    local    government), 

1003,   1010 
Fishermen  and  crabbers,  946 
Foreign  (allied)  military  service,  967 
Foreign  documents,  translation  of,  1702 
Foreign  farm  workers,  coverage,  915 
Foreign  government  employment,  947,  948, 

1125 
Foreign  hospital,  2227 
Foreign  subsidiary  of  domestic  corporation, 

974-976 
Foreign  work,  7-day  test,  1826-1830 
Form   941,   Employer's   Quarterly   Federal 

Tax  Return,  1408 
Form  942,  Employer's  Quarterly  Tax  Re- 
turn    for    Household    Employees    (For 
Social  Security),   1408 
Form  943,  Employer's  Annual  Tax  Return 

for   Agricultural   Employees,    1408 
Form  1040  (See  Income  tax  returns) 
Form  1065  (See  Partnership  Tax  Return) 
Form  6711,  Power  of  Attorney,   134 
Form  AR-3  or  AR-3a,  Alien  Registration 

Receipt  Card,  2107 
Form    1-151,    Alien    Registration    Receipt 

Card,  2107 
Form  OAAN-7003,  Request  for  Change  in 

Your  Social  Security  Records,   113 
Form  OAR-7004,  Request  for  Statement  of 

Earnings,    114,   1420 
Form    OAR-7014,    Statement   of   Earnings 
Recorded    in   Your   Social   Security   Ac- 
count, 1421 
Form    SS-4,    Employer's    Application    for 
Identification   Number,   1404 

FORM    SS-5,    APPLICATION    FOR    SO- 
CIAL SECURITY  NUMBER,  1404: 
obtaining,  113 
photocopy  furnished,  140 

Form  SS-15  (See  Waiver  certificate,  filed  by 
nonprofit  employer) 

Form  SSA-18,  Application  for  Hospital  In- 
surance Entitlement,  2108.  2304 

Form  SSA-40,  -40A.  -40B.  Application  for 
Enrollment  in  Supplementary  Medical 
Insurance  Program.  2304 

Form  SSA-1453,  Inpatient  Hospital  Admis- 
sion Sc  Billing,  2220 
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Form  SSA-1478,  Extended  Care  Admission 
and   Billing,  2235 

Form  SSA-1483,  Outpatient  Hospital  Bill- 
ing, 2255 

Form  SSA-1485,  Inpatient  Psychiatric  or 
Tuberculosis  Hospital  Admission  &  Bill- 
ing, 2220 

Form  SSA-1487,  Home  Health  Agency  Re- 
port and  Billing,  2246 

Form  W-2,  Withholding  Tax  Statement, 
1411 

Former  wife  divorced  (See  Mother's  insur- 
ance benefits) 

FORMULAS: 

basic  reduction   formulas,   727 
revised  PIB  formula,  703 

FRAUD: 

false  statement  to  obtain  benefits,  1702 
penalties,  155,  1702 
responsibility  to  prevent,  151 
Freeze,  disability  (See  Disability:  period  of) 
Friend,    representative    payee    preference, 
1609,  1610 

FULLY  INSURED  STATUS: 

deemed,  208 
defined,  206 
general,  205 

quarters  needed,  206,  207,  215 
transitional  provision,  208,  209 
Funeral  home,  lump  sum  payments,  440, 
441 

-G- 

General  assistance  or  relief  to  needy,  2522 

GENERAL  HOSPITAL: 

conditions  for  participation,  2222,  2223 
emergency  services,  2222,  2226 
non-participating,  2226 
outside  the  United  States,  2227 
physician's  certification,  2221 

Genito-urinary  system  impairments,  619 

Gland  disorders,  effect  of,  621,  622 

GOOD  CAUSE: 

conditions  establishing,  lump-sum  ap- 
plications, 1521 
defined,  1837 

extension  of  time  to  file  appeal,  2013 
failure  to  report  deduction  event,  1836 
lump-sum  claim,  late  filing,  1520,  1521 
reopening  or   revising  determination, 

2002 
Supplementary      Medical      Insurance 

Plan,  2312,  2329 
vocational  rehabilitation  refusal,  507, 
1834 

Grazing  income,  1233 

Gross  business  receipts  defined,  1202 

Gross  farm  income,  1238 


Group-practice    prepayment,    medical    in- 
surance, 2411 
Guam,  employment  in,  973 
Guarantee  of  hospital  payment  provision, 

2228 
Guardian    for   child,    representative   payee 

preference,  1609 
GUARDIAN     FOR     INCOMPETENT 
ADULT: 

court  finding  of  incompetence,  1606 
evidence  of  appointment,  1611 
representative  payee  preference,  1610 


-H- 

Harvesting,  agricultural  labor,  906 
Harvesting,  work  constituting,  908 
Health  insurance,  hospital  and  medical  in- 
surance programs,  136 
Health  services  to  mothers  and  children, 

2524 
HEARING: 

appeal  rights  after,  2011 

decision  by  examiner,  2010 

district  office  assistance,  2009 

extension  of  time  for  requesting,  2013 

notice  of  time  and  place,  2008 

requesting,  2006 

representation   by  counsel,  2009 

right   to  request,  2006 
HEARING  EXAMINER: 

action  on   request   for  hearing  or  re- 
view, 2007 

decisions  by,  2010 
Hearing  impairment,  607 
Heart  disease,  general  discussion,  612 
Health   Insurance   Program   (See   Hospital 

Insurance  Benefits) 
Hemic  system  impairments,  620 
Hobby,  trade  or  business,  1106 

HOME  HEALTH  AGENCY: 

interns  and  residents-in-training,  2219 

services  payable,  2201 
Home  Health  Agency  Report  and  Billing, 
SSA-1487,  2246 

HOME  HEALTH  SERVICES: 

certified  care,  2240,  2247 
exclusions  from  coverage,  2243 
extended  care,  recertification,  2247 
home  visits,  defined,  2242 
hospital  furnishes,  2245 
hospital  release,  2241,  2250 
inpatient  hospital  services,  2247 
outpatient  hospital  care,  2245 
participating  facility,  2248.  2249 
payment,  benefits,  2240 
payment,  request  for,  2246 
payment,  responsibility,  2250 
physician,  care  of,  2244 
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HOME  HEALTH  SERVICES:  -Cont. 
post-hospital  visits,  2242 
prior  hospitalization  required,  2241 
services  covered,  2243 
supplementary       medical       insurance 

benefits,  2250,  2407 
supplies  covered,  2243 
transportation,  2245 
Homeworkers    (home    craftsmen)    as    em- 
ployees, 829 
Homicide,   evidence    required,    if   victim's 

survivor  claims  benefits,  1722 
Horticultural  commodities  listed,  905 

HOSPITAL  INSURANCE  BENEFITS: 

acceptable  charges,  2259 

age  65,  2200 

agreements  with   intermediaries,  2264 

alien,  2106,  2107 

anesthesiologists,  2219 

appliances  and  equipment,  2218 

application,  1500-1502,  2108 

appropriations  out  of  general  reve- 
nues,  107 

beneficiary  notified  of  payments,  2202 

benefits  not  payable,  2261 

benefits  payable  to  "providers",  2264 

blood,  2206,  2209 

certification  requirement,  2255 

certified  extended  care,  2236 

Christian  Science  care,  2257 

citizenship,  evidence  of,   1726 

claim  form  to  intermediary,  2202 

coinsurance,  2231 

communicable  disease,  2217 

consultation  services,  2263 

controversy  of  $100  or  more,  2202 

court  review  of  controversy,   2012 

deductibles,  2206 

dental  interns,  2219 

drugs  and  biologicals,  2218 

emergency  inpatient  services  outside 
U.S.,  2227 

entitlement,  104,  2101,  2106 

excluded  services,  2260,  2261 

exclusions  from  coverage,  2234 

extended  care  (See  Extended  care  fa- 
cility) 

Federal  Employees  Health  Benefits 
Act  of  1959,2109,2110 

Federal  "provider"  of  services,  2258 

$40  deductible,  2207 

general,    2200 

guarantee  of  payment  provision,  2228 

home  health  service  (See  Home 
health  services) 

identification  card,  2112 

inpatient  services  (See  Inpatient  hos- 
pital services) 

insured  status  requirement,  200,  215 

items  and  services  covered,  2216 


HOSPITAL  INSURANCE  BENEFITS: 

—Continued 
long-stay  cases,  2210,  2211 
medical    services    not    covered,    2219, 

2412 
medical  termination  notice,  2210,  2212 
mental  patient  (See  Psychiatric  hospi- 
tal) 
nonphysician  technician,  2219 
190-day  lifetime  maximum,  2210,  2214 
osteopathic  hospital,  2219 
outpatient    diagnostic    services,    2201, 

2205,  2251-2256 
Outpatient     Hospital    Billing,     Form 

SSA-1483,  2255 
overpayment,  2265 
paid  to  hospital,  2202,  2205 
participating  hospitals,  2222,  2263 
pathologists,  2219 
payment  limitations,  2229-2239 
physiatrists,  2219 

"provider"  (See  Providers  of  services) 
psychiatric    patient    (See    Psychiatric 

hospital) 
radiologists,  2219 

railroad  retirement  beneficiary  quali- 
fied, 2103,  2104 
reasonable  cost,  2231,  2262 
resident  of  the  United  States,  2106 
responsibility  of  Bureau  of  Health  In- 
surance, 136 
Retired    Federal    Employees    Health 

Benefits  Act  of  1960,  2110 
retroactive  entitlement,  2101 
review  of  controversy,  2006 
room  and  board,  2217 
social  security  agreement,  2264 
"spell  of  illness",  2203,  2257 
State  agencies,  2263 
terminating  events,  2102,  2111 
transfer     agreement,     extended     care, 

2239 
transitional  insured  status,  2111 
transitional     uninsured,     2102,     2105, 

2109 
tuberculosis  patient  (See  Tuberculosis 

hospitals) 
types  of  services  payable,  2201 
waiver  of  overpayment,  2265 
withholding  overpayments,  2265 
written    request    for    payment,    2205, 
2220 

Hospitalization,  prior,  hospital  insurance, 

2241 
Hospitals    (governmental    unit),    1006 

Household     employment     (See     Domestic 
service) 

Hurricane  debris,  clearing  on  farm.  909 

Husband,  definition,  324 
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HUSBAND'S   INSURANCE   BENEFITS: 

adjustment  at  age  65,  731 

amount  or  rate  of,  330 

husband  defined,  324 

one-half   support,   322,   328,   329   (See 

also  Support,  one-half) 
partial  or  nonpayment,  331 
reduced  benefit  rate,  726,  727 
requirements,  323 
terminating  events,  332 

-I- 

Identification  card,  health  insurance,  2112 
Identity  of  employer,  specific  situation,  830 
Idle-time  pay  as  wages,  1326 
Ignorance   of  work   provisions   reason    for 

overpayment,  1920 
Illegal  activities  as  trade  or  business,  1104 

ILLEGITIMATE  CHILD: 

dependency,  345 
paternity,  proofs,  1708-1712 
right  to  benefits,  334-336,  419 

IMPAIRMENTS: 

arthritis,   605 

cardiovascular   system,   effect   of,   612- 
618 

death  likely,  517 

diabetes  mellitus,   622 

digestive  system,  611 

duration  of,  602 

endocrine  system,  621,  622 

evaluation  of  severity,  601 

eye,  606 

genitourinary  system,  619 

hearing,  607 

hemic    (blood)    and    lymph   disorders, 
620 

insufficient  to  prevent  substantial  gain- 
ful activity,  523 

medically  determinable,  515 

musculoskeletal  system,  603 

nervous  system  described,  623-632 

neurological  disorders,  624-628 

psychiatric  disorders,  629-632 

reason  for  inability  to  work,  524 

recovery  likely  (12-months  rule),  516 

respiratory  diseases,  608-610 

severity  of,  602 
In  her  care  (See  Child  "in  her  care") 
Included-excluded  rule,  coverage,  978,  979 

INCOME  TAX  RETURNS: 
copy  evidence  of: 

partnership,  existence  of,  1110 

wages  earned,  1731 
due  date,  1416 
Schedules  C,  F,  and  SE,  1417 

INCOMPETENT     ADULT     BENEHCI- 
ARY: 

acceptable  medical  evidence,  1607 


INCOMPETENT     ADULT     BENEnCI 
ARY:  —Continued 

court   finding  of  incompetency,    1606 
evidence  of  incapability,   1605-1607 
guardian,  legal,  appointed,  1606,  1610, 

1611 
preference   order    in    payee    selection, 

1610 
regains  competency,  1613,  1614 
representative   payee,   when   required, 
1601 
Incompetent    person,    business   owned    by, 

1116 
Increment  years,  704 
Informational   pamphlets  (See  Pamphlets) 

INITIAL  DETERMINATION: 
defined,  2001 

reconsideration  request,  2004 
reopening  or  revising,  time  limit,  2002 

Inpatient  Hospital  Admission  and  Billing, 
SSA-1453,  2220 

INPATIENT  HOSPITAL  SERVICES: 
coinsurance,  2208 
$40  deductible,  2207 
home  health  care,  2247 
items  covered   by   Hospital   Insurance 

Benefits,  2216 
medical  termination  notice,  2210,  2212 
90-day  maximum,  2215 
payment,  2205 
psychiatric    patient     (See    Psychiatric 

hospital) 
services  payable,  2201 
spell  of  illness,  2203 
tubercular   patient    (See   Tuberculosis 
hospital) 
Inpatient  Psychiatric  or  Tuberculosis  Hos- 
pital  Admission    and   Billing,   SSA-1485, 
2220 

INSTITUTION: 

representative  payee  preference,  1609, 

1610 
statement  re  beneficiary's  competency, 
1607,  1614 
Instrumentality,  1006,  1011,  1013 

INSURED  STATUS: 

currently  insured  status,  210 

deceased  veteran.  970 

deemed,  208 

disability,  211,  212 

fully  insured,  205,  206 

quarters  of  coverage  table,  209 

requirements     for     specific     benefits, 

chart,  218 
requirements,  general,  200 
summary,  216 
transitional,   208,   209,   700 
Interest   or   dividends,   as   earnings,    1205- 
1209 
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INTERMEDIARY,     MEDICAL     INSUR- 
ANCE: 

defined,  2427 

duties,  2426 

list,  2428 

reasonable  charges,  2424 
INTERNAL   REVENUE   SERVICE: 

publications  available,  1200,  1413,  1419 

social   security   number   as   identifica- 
tion, 113 
INTERNATIONAL  ORGANIZATION: 

employment  for,  by  U.S.  citizen,  1125 

services  for,  947,  948 
Interns,   1005 
Interns,  medical,  924 
Interns  in   Federal  hospitals,  951 
Interstate  instrumentality,  1006,  1011,  1013 
Irrigation  facilities,  912 
Items  and  services  covered  by  Hospital  In- 
surance Benefits,  2216 

-J- 

Job  Corps  enrollees,  954,  955 
Joint  checks,   127,  128 
Joint  Commission  on  Accreditation  of  Hos- 
pitals (JCAH),  2223-2225 
Joint  venture,   1107,   1122 

-L- 

LABOR   UNION: 

records  as  evidence  of  wages,  1730 
welfare  plan,  disclosure  of  earnings  in- 
formation, 147 
Landlord  defined  (farm  income),  1221 
Landlord  distinguished  from  business  op- 
erator, 1119 
Legally  adopted  child  defined,  338 
Legitimacy  of  child,  335,  336,  419 
Levy   or   attachment,   benefits   exemption, 

133 
Libraries  (governmental  unit),  1006 
Life  insurance  salesman,  as  employee,  827 
Life  insurance  salesmen,  renewal  commis- 
sion, 1309 
Lifetime  maximum  hospital  benefits,  2214, 

2215 
Limb,  loss  of  or  loss  of  use  of,  604 
Limitations  on  enrollment.  Supplementary 

Medical  Insurance  Plan,  2308 
Loans  by  employer  to  employee,  1321 
Local  college  club,  domestic  service,  920, 

921 
Long-stay  hospital  cases,  2210,  2211 
Lost  checks,  131 

LUMP-SUM  DEATH   PAYMENT: 

aliens  outside  the  U.S.,  1844 
amount,  435,  700 

application,   filing   period,   437,    1517- 
1520 


LUMP-SIIM  DEATH   PAYMENT: -Cent, 
burial  expenses: 

contractual  obligation  to  pay,  443 
estate  paid,  444,  445 
nonreimbursables  listed,  447 
paid,  441-443 

paid  in  foreign  currency,  448 
paid  under  plan,  system  or  gen- 
eral practice,  443 
proof  of  assumption  of  responsi- 
bility for  payment,  1725 
proof  of  payment,  1725 
reimbursables,  446 
unpaid,  440 

waiver  of  reimbursement,  449 
consent  requirement,  payment  to  es- 
tate, 444,  445 
deportation  of  worker,  1840 
equitable    entitlement,    441,    442 
estate  as  payee,  444,  445 
funeral  director  buries  close  relative, 

442 
funeral  home,  application,  1725 
funeral  home,   when  payable   to,  440 
general,  435 
nonpayment,  436 
prohibited,  436 
reinterment  expenses,  446 
relationship   requirement,   438,   439 
subversive  activities  conviction,  1848 
waiver  of,  449 

widow  or  widower,  payment  to,  437- 
439 
Lump-sum  payment  of  railroad  benefits, 

2535 
Lymphatic  system  impairment,  620 

-M- 

"Made  Work",  534 
Magazine  vendors,  930 
Maritime  taxes,  unpaid,  1841 
MARRIAGE: 

after  divorce,  validity,  308 

annulled,  benefits  reinstated,  1852 

benefits  affected,  1851 

ceremonial,  1716 

common-law,  307,  1717 

decree  of  divorce,  308 

disabled  child,  effect  on  benefits,  422 

proof  of,  1716,  1717 

termination  of,   1718,   1719 

validity  of,  several  conflicting,  310 

MATERIAL  PARTICIPATION  (farm): 
advice  and  consultation,  1228 
costs  of  production,  1225,  1226 
decisions  by  landlord,  1230 
factors  in  determining,  1223 
importance  of,    1221,   1222 
landlord  arrangement,  1224 
100  hour-5  week  test,  1231 
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MATERIAL  PARTICIPATION  (farm): 
—Continued 

paying  or  advancing  costs,  1229 

periodic  inspection,  1227 

test  I,  1224 

test  II,  1230 

test  III,  1231 

test  IV,  1232 
Maternal  and  child  health  service,  2524 

MAXIMUM   BENEFITS: 

adjustments,  734,  735 
family    maximum    payable,    733,    734, 
740 

MAXIMUM  EARNINGS  IN  YEAR: 

computation  of  average  monthly  earn- 
ings, 719,  721 
creditable  for  social  security  purposes, 

1301 
self-employment  income,  1201 
Medical  assistance  for  persons  65  or  over, 

2516 
Medical  doctors,  924 

Medical  evidence,  adult  beneficiary's  in- 
capability, 1607 

MEDICAL  EVIDENCE  OF  DISABILITY: 

requirements,  528,  529 
restriction  on  disclosure,  140 

Medical  guides,  purpose  of,  600 

Medical  insurance  (See  Supplementary 
Medical  Insurance  Plan) 

Medical  residents  in  training  in  Federal 
hospitals,   951 

Medical  services  not  covered  by  Hospital 
Insurance  Benefits,  2219 

Medical  services  not  covered  by  Supple- 
mentary Medical  Insurance  Benefits, 
2422 

Medical  supplies  furnished  hospital  in- 
patients,  2218 

Medicare,  103  (See  also  Hospital  Insurance 
Benefits;  and  Supplementary  Medical 
Insurance  Plan) 

Mental  illness  (See  Psychiatric  hospital) 

Mental  impairments,  623-632 

Method  of  payment,  Supplementary  Medi- 
cal Insurance  benefits,  2401 

Migrant  farm  workers,  employer-employee 
relationships,  831 

MILITARY  SERVICE: 

active  duty  defined,  961 
active  duty  for  training,  962 
auxiliary   organizations,   965 
Coast  and  Geodetic  Survey,  968 
coverage,  959,  1305 
defined,  965 

dishonorable  discharge,  966 
foreign  (allied)  country,  967 
head  of  service  department  determines 
coverage,  963 


MILITARY  SERVICE:  -Continued 

member  of  uniformed  service,  defined, 

960 
Public  Health  Service,  968 
quarters   of   coverage,   period    of   dis- 
ability, 212 
statute  of  limitations  suspension,  1428 
wage  credits  (pre  1957),  964-970,  1306 
wage  credits,  when   not  granted,  969 
wages  after  1956,  1305 

Minimum  benefits,  722 

MINISTERS: 

chaplains,  1134 

employed   bv   nonprofit  organizations, 

937 
employment    not    ministerial    or    re- 
quired by   religious  order,  943 
excluded  as  employees,  942 
exercise  of  ministry  defined,  945 
ordained,    commissioned    or    licensed, 

944 
self-employment    coverage,    1130-1134, 

1211,  1212 
waiver  certificates,   1131-1133 
Minor  child,  defined,  1602  (See  also  Child) 
Misrepresentation  of  material  fact,  crimi- 
nal prosecution,  152-155 
Monthly     premiums,     medical     insurance 
benefits,  108 

MOTHER'S  INSURANCE  BENEFITS: 

child  in  care  (See  Child  in  her  care) 

nonpayment  of,  426 

rate  or  amount  of,  425 

remarriage,  effect  of,  424,  427 

remarriage  of  mother  annulled,  1852 

requirements,  423 

support  of  divorced  wife,  1724 

termination  events,  427 
Moving  expenses  as  wages,  1336 
Murder  of  worker,  claimant  involved,  400, 

1722 
Musculoskeletal  system  impairments,  603 

-N- 

Name,  changing  on  social  security  records, 

113 
Naval  service,  965  (See  also  Military  serv- 
ice) 
Neighborhood  Youth  Corps,  954,  956 
Nervous   system   disorders,   effect   of,   623- 

632 
NET  EARNINGS  FROM  SELF-EMPLOY- 
MENT   (See    also    Self-employment    in- 
come): 

business  expenses,  1204 
capital  gains  or  losses,  1210 
defined  and  discussed,  1200 
different     from     self-employment     in- 
come, 1201 
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NET  EARNINGS  FROM  SELF-EMPLOY- 
MENT (See  also  Self-employment  in- 
come): —Continued 

dividends  or  interest,  1205-1209 
due  date  for  tax  returns,  1416 
farm  income  (See  also  Farm  income): 
cropland  conversion  program  pay- 
ments, 1236 
nonfarm  earnings  or  loss,  1242 
optional  method,  1237-1244 
rentals,  1221 

Soil  Bank  payments,  1235 
gross  receipts,  1202 
ministers,  1211,  1212 
natural  resources,  sale  of,  1210 
partnerships: 

death  of  partner,  1203 
dividends  or  interest,  1209 
reporting  income,  1418 
reporting  method,  1417,  1418 
requirement  to  report,  1414 
tax  rates  schedule,  1415 
Neurological  conditions,  effect  of,  624-628 
Newspaper  vendors,  929,  930,  1124 
Nonbusiness  work,  914,  925,  926 
Noncovered    remunerative    activity    (out- 
side U.S.)  defined,  1828 
Non-participating   hospitals.   Hospital   In- 
surance Benefits,  2226,  2256 
NONPROFIT  ORGANIZATIONS: 

coverage  of  employees,  931,  932,  939, 

941 
erroneously   reported   wages,   940 
excluded  occupations,  937 
$50  minimum  pay  rule,  933,  941,  1304 
ministers,  937 

nonconcurring  employees,  934 
positions  covered  by  State  or  local  re- 
tirement system,  936 
waiver  certificate  (See  Waiver  certifi- 
cate, etc.) 
when   coverage   of   employees   begins, 

938 
youth  programs  of  Economic  Oppor- 
tunity Act  of  1964,  954-958 
Nonwork  payments  not  wages,  1338 
Notice  of  change  in  earnings  record,  1429 
Nurses,  student,  923 

-O- 

Occupations  not  covered,  110 

Office  (now  Bureau)  of  Hearings  &  Ap- 
peals (See  Appeals  Council) 

Old-age  assistance,  2512,  2516 

Old-age  insurance  benefits  (See  Retirement 
Benefits) 

On-the-job  training  pay  for  veterans,  1328 

One-half  support  (See  Support,  one-half) 

Optional  exclusions  of  services  (State  and 
local  government  employment),  1005 
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Optional  method  of  computing  farm  in- 
come,  1237-1244 
Optionals,   State   or   local   retirement   sys- 
tem coverage  group,  1011 
Ordained,  commissioned,  or  licensed  minis- 
ter, 944 
Osteopathic  hospital,  2219 
Outpatient  diagnostic  services,  2201,  2205, 

2251-2256 
Outpatient   Hospital   Billing,    Form   SSA- 

1483,  2255 
OVERPAYMENT   OF  BENEFITS: 

adjustment  (withholding  future  bene- 
fits), 1909-1911 
change  of  position,   1925 
defined,  1906 
liable  persons,  1907 
recovery  methods,   1908  (See  also  Re- 
covery of  overpaid  benefits) 
waiver  of  recovery  (See  Waiver  of  over- 
payment recovery) 
Overpayment  of  contributions  by  State  or 

local  employee,  1021 
Overpayment  of  Hospital  Insurance  Bene- 
fits, 2265 
Overpayment  of  premiums,  supplementary 
medical  insurance  plan,  2328 

-P- 

Packaging  farm  commodities,  913 
PAMPHLETS: 

employer's  tax  guides,  1413 
railroad  benefits,  2543 
self-employment  taxes,   1200,  1419 
veterans'  benefits,  summary,  2548 
PARENT: 

child  dependent  on  (See  Dependency 

of  child) 
defined,  429 

representative  payee  preference,  1609 
PARENT-CHILD  RELATIONSHIP,  1707- 
1714: 
deemed  child  of  worker,  337 
deemed  stepchild  of  worker,  341 
legitimacy  of  child,  334-336,  419 
stepchild-stepparent,  340 
PARENT'S  INSURANCE  BENEFITS: 
one-half  support,  428: 

evidence,  2-year  filing  period,  431 
when  parent  must  have  received, 
430 
parent,  definition,  429 
partial  or  nonpayment,  433 
rate  or  amount  of,  432 
requirements  for,  428 
simultaneously     entitled     to     another 

benefit,  736 
termination   events,   434 
Participating   hospitals,    health    insurance 
benefits,  2237-2239,  2248,  2249.  2256 


PARTNERSHIP  TAX  RETURN: 

evidence  of  partnership,  1110 
evidence  of  self-employment  earnings, 

1737 
required  to  file,  1418 

PARTNERSHIPS: 

associations    taxable    as    corporations, 

1112 
community  property  States,  927,  1113 
death  of  partner,  distribution   of  in- 
come,  1203 
evidence  indicating,  1110 
factors  indicating  existence,   1108 
family    employment,    927,    928,    1109, 

1111 
farm,  1122 

husband-wife  (See  Family  partnership) 
joint  ventures,  distinguished,  1107 
partners  as  employees,  802 
reporting  income,  1418 
securities  held  by,  1209 
self-employment  coverage,   1107 
Paternity,  proof  of,  1708-1712 
Pathologists,  2219 
Payee  (See  Representative  payee) 
Pay  envelopes,  evidence  of  wages,  1729 
Pay  period  defined,  978 
Payment,  age  72  special,  216,  356-359  (See 

also  Wages) 
Payment  renter,  function  of,  122,  124,  126 
Payment  for  medical  services,  2403,  2418 
Payment  for  non-physician  services,  medi- 
cal insurance,  2419 

PAYMENT   FOR   SERVICES,   MEDICAL 
INSURANCE: 

blood  replacement,  2421 

coinsurance  amount,  2421 

deductible  amount,  2421 

extended  care  facility,  2420 

home  health  services,  2420 

hospital  services,  2420 

reasonable  charges,  2421 
Payments  in  kind,  1303 
Peace  Corps  volunteers,  953 
Penalties  for  false  statements,  155,  1702 

PENALTY  DEDUCTIONS: 

application  of,  1822,  1823 
child  in  her  care  cases,  1833 
dependents'  benefits,  effect  on,  1823 
excused  for  good  cause,  1836 
failure   to   file   timely   annual   report, 

1821 
foreign  work  cases,  1830 
Pensions  and  retirement  pay,   1318 
Pensions  and  retirement  pay,  age  72,  359 
Personal  services  to  disabled  child,  314 
Photocopy,  acceptability  as  evidence,  1702 
Photocopy  of  application  for  social  security 
number,  140 


Physiatrists,  2219 

Physician,  home  health  services,  2244 
Physicians,  924,  1100 
Physicians,  resident,  924 
Physicians  services,  supplementary  medical 
insurance  benefits,  2402,  2404,  2424 

PHYSICIAN'S  STATEMENT: 

competency  or  incompetency  of  bene- 
ficiary, 1607 
required   for   inpatient  services,  2205, 
2221 
Plan  or  system  retirement  or  medical  pay- 
ments, 1310,  1311 
Policemen    (State   and    local    government), 

1003,  1010 
Policemen  and  firemen  special  retirement 
systems    (State    and    local    government), 
2551 
Political  subdivision  (State  and  local  gov- 
ernment),  1006 

POSTHOSPITAL  CARE: 
duration,  2233 

home  health  care,  2242-2245 
limitation  and  conditions,  2229,  2230 

Post  office  contract  workers,  1118 

POWER   OF  ATTORNEY: 

conditions   for  granting,    134 
right   to  act   as  representative   payee, 
1611 
Premiums,   supplementary   medical   insur- 
ance benefits,  108,  2319-2328 

PRIMARY  INSURANCE  AMOUNT  (PIA) 
(See  also  Computation  of  benefits): 
computation,  704,  709,  710 
family  maximum,  702 
general,  700 
maximum,  721 
minimum,  722 

more  than  one  earnings  record,  740 
1958   PIA   computation   method,   712- 

716 
1960  computation  method,  711 
1965    automatic    recomputation,    723, 

724 
refiguring     (See     Recomputation      of 

benefits) 
revised  method,  703,  712-716 
rounding  to  even  dollars,  707 
tables,  702 
Private  home,  defined,  918 
Prizes  as  wages,  1331 
Processing  farm  commodities,  913 
Profit-sharing    plan    for    employees,    pay- 
ments under,  1314-1316 
Proofs,  116  (See  also  Evidence;  and  speci- 
fic factor  or  benefit) 
Proprietary  function,  State  and  local  gov- 
ernment,  1002 
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PROVIDERS    OF   SERVICES,    HEALTH 
INSURANCE  BENEFITS: 

applicable  charges,  2259 

defined,  2204 

Federal  provider,  2258,  2422 

reasonable  charges,  2262 

under  an  arrangement,  2408 
Psychiatric  disorders,  effect  of,  629-632 

PSYCHIATRIC  HOSPITAL: 

conditions  for  participation,  2224 
inpatient  before  entitlement,  2213 
190-day  lifetime  maximum,  2201.  2214 
participating  hospitals,  2222 
period  of  inpatient  care,  2210 
physician's  certification,  2221 
yearly  maximum  expense,  2413 

PUBLIC  ASSISTANCE   (See  also  specific 
program): 

amount  of  benefit  payments,  2519 

appeal  right,  2521 

applying  for,  2520 

disclosure  of  data  to  agencies,  143 

eligibility  requirements,  2510 

Federal  funds,  how  State  obtains*  2518 

financing  programs,  2517 

payment  restrictions,  358 

real  and  personal  property  limitations, 

2511 
requirements     for     benefits,     general, 

2510,  2511 
Supplementary      Medical      Insurance 
Plan,  2309,  2316,  2318,  2326 
Public  health  agency,  2224,  2225 
Public     Health     Service,     military     wage 

credits,  968 
Public  officials,  coverage,  1126 
Public    transportation    system    (State    and 

local   government   employment),    1004 
Pulmonary  tuberculosis,  610 

-Q- 

Qualified  Railroad  Retirement  beneficiary, 

2103,  2104 
QUARTERS  OF  COVERAGE: 

counting,  202,  207 

currently  insured  status,  210 

defined,  201 

disability  benefits,  211,  212 

earnings  requirements,  201 

exceptions,  202 

farm  wages,  203 

fully  insured  status,  number  needed, 
206 

self-employment   income,  204,  720 

tables  and  charts,  216,  217 

wages  paid  after  1936,  203 


-R 


Radiologists,  2219 
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RAILROAD  BENEFITS: 

amount  paid  to  survivors,  2536 

annuities,  amount  of,  2534 

disability  annuities,  2532 

general,  2530 

hospital  insurance  benefits,  2103,  2104 

old-age  annuities,  2531 

pamphlets,  2543 

sickness  benefits,  2540,  2541 

survivors  benefits,  2535,  2536 

unemployment  insurance,  2537-2539 

wife's    or    dependent    husband's    an- 
nuity, 2533 
Railroad  compensation,  quarters  of  cover- 
age, disability,  212 
Railroad  employment,  977,  1307 
RAILROAD  RETIREMENT  BENEFICI- 
ARY: 

qualified,  2103,  2104 

Supplementary      Medical      Insurance 
Plan,  2323,  2324 
Railroad    Retirement    Board,    application 

for  benefits  filed  with,  1506 
Railroad  retirement  tax,  2542 
Raising,  agricultural  labor,  906,  907 
Real  estate,  profit  on  sale  of,  1214,  1215 
Reasonable    charges,    medical    insurance, 

2424 
Reasonable  cost,  hospital  services,  2231 
Reasonable  cost,  medical   insurance,   2425 
Reasonable    expenses,    medical    insurance, 

2410 
RECOMPUTATION   OF  BENEFITS: 

automatic,  705 

automatic  1965  recomputation,  723-725 

general  discussion,  730 

survivor's  benefits,  725 

types,  730 
RECONSIDERATION: 

actions  available,  2003 

extension  of  time  of  requesting,  2013 

process,  general,  123,  2005 

requesting,  2004 

right  to  request,  2000 

time  limits  for  request,  2002 
Records  employers  must  keep,  1412 
Records  worker  keeps,  evidence  of  wages, 
1734 

RECOVERY  OF  OVERPAID  BENEJ^ITS: 
adjustment  (withholding  partial  bene- 
fit), 1910 
adverse  claimant,  1912 
against   equity    and    good    conscience, 

1922 
civil  suit  by  U.S.,  1915,  1916 
deceased  overpaid  person,  1909,  1914 
defeat  purpose  of  program,   1921 
installment    plan    of    payment,    1910, 

1913 
methods  used,  1908 


RECOVERY  OF  OVERPAID  BENEFITS: 

—Continued 

refund  of  benefits,  1913,  1914 

waiver    (See    Waiver    of    overpayment 

recovery) 
without   fault,   1918-1920 

REDUCTION  OF  BENEFITS: 

adjustment  at  age  65,  731 

chart,  730 

disability    insurance    benefit    reduced 

for  age,  729 
general  discussion,  726 
months  counted  in,  728 
percentages  used,  727 
retirement  insurance,  general,  302 
retroactive  period   involved,   1514 
widow's  benefits,  not  affected,  320 
wife's  insurance  benefits,  320,  732 
Referee  (See  Hearing  Examiner) 

REFERENDUM  (State  and  local  govern- 
ment employment): 

conditions  to  meet,  1007 
firemen  positions,  1010 
interstate    instrumentality,    1013 
policemen    positions,    1010 
retirement  system  coverage,   1009 

REFUND    OF   OVERPAID    BENEFITS: 

estate  of  deceased  beneficiary,  1914 
incorrect  payment,  130,  1913 
return  of  check,  129 
Refund  of  overpaid  contributions,  1021 
Refund   of   self-employment    taxes,   mem- 
ber of  certain  religious  orders,  1129 

REINSTATEMENT  OF  BENEFITS: 

adoption  of  child  revoked,  1853 
beneficiary  stops  work,  1824 
marriage  annulled,  1852 
Relationship,  parent-child,  1707-1714 
Relative,  representative  payee  preference, 

1609,   1610 
Relief  to  needy,  2522  (See  also  Public  as- 
sistance) 
Religious  orders  (See  specific  factor  under 

Ministers) 
Religious  orders,  exempt  from  tax,   1128, 
1129 

REMARRIAGE    (See    also    specific    factor 
under  Marriage): 

after  divorce,  validity,  308,  309 
annulment  of,  effect  on  entitlement  to 

benefits,   1852 
benefits  affected,  1850,  1851 
presumed  valid,  when,  310 
prior   marriage    not    dissolved,   effect, 

309 
Renewal  commissions  (life  insurance), 

1309 


RENTAL  INCOME: 

commercial  or  business  property,  1216 
exclusion  from  social  security,  1213 
farm  land,  1221  (See  also  Material  par- 
ticipation) 
investment  property,   1214 
landlord  performs  services,   1217,  1218 
parking  lots,  warehouses,  etc.,  1219 
real  estate  broker,  1215 
real  estate  held  by  dealer,  1214 
rooms  or  apartments,   1216 
two  or  more  operations,  1220 
warehouses,  1219 
Reopening  or  revising  determination,  time 

limit,  2002 
Reporting  domestic  service  wages,  919 
Reporting  requirement  (See  Annual  report 

of  earnings;  Tax  returns) 
Reports  by  representative  payee,  621 
Representation    at   hearing,    2009,    2014 
Representation    by    counsel,   2009,   2014 
Representation,  permissible  fee,  2015 

REPRESENTATIVE  PAYEE: 
accountability,  1621 
adjustment   of   overpayment,    1911 
ceases  to  serve,  1620 
child  (minor)  beneficiarv,  1602,  1609 
defined,    1600,    1601 
duties,  1615 

incompetent    adult    beneficiary,    1601 
(See   also   Incompetent   adult  bene- 
ficiary) 
liability  for  overpayment,  1907: 
civil  suit  by  U.S.,  1916 
payee's    own    benefits    withheld, 
1911 
new  payee,  when  selected,  Ibl2 
order  of  preference  in  selection,  1609, 

1610 
proper  use  of  benefits  described,  1616- 

1619 
reports  to  Social  Security  Administra- 
tion, 1621 
selection  factors,  1608 
student  age  18-22,  1603 
termination  of  services,  1620 
welfare  of  beneficiary,  1608 
Request    for    Change    in    Your    Social    Se- 
curity  Records,   bAAN-7003,   113 
Request  for  Statement  of  Earnings,  O.AR- 

7004,  114,  1420 
Requirements    for    payment,    medical    in- 
surance, 2420 
Residence,  Supplementary   Medical   Insur- 
ance Plan,  2302 
Resident    of   the    Ignited    States,    Hospital 

Insurance  Benefits,  2106 
Resident  physician  of  hospital,  924 
Respiratory  system  impairments.  608-610 
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RETIRED        FEDERAL        EMPLOYEES 
HEALTH  BENEFITS  ACT  OF   1960: 
Hospital  Insurance  Benefits,  2110 
Retirement  age  lowered,  726 

RETIREMENT  BENEFITS: 

age,   62-64,   302    (See   also   Reduction 

of  Benefits) 
age  72,  special  provision,  357 
amount,  302 

application,  requirement,  301 
death  of  beneficiary,  304 
general,  300 

partial  or  nonpayment,  303 
person  also  entitled  to  another  higher 

benefit,  737 
reduced  benefit  rate,  726,  727 
requirements,  301 
Retirement  pay,  excluded  from  social  se- 
curity,  1318 
Retirement   plan   of   employer   (See   Wel- 
fare, retirement  or  medical  plan) 

RETIREMENT  SYSTEM  COVERAGE 
GROUP  (State  and  local  government 
employment) 

compulsory  coverage  rule,  1011 

coverage,  1007 

divided  coverage,  1011 

effective  dates  of  coverage,  1014 

firemen  positions,  1010 

general,  1008,  2551 

ineligibles,   1001 

new  members,  1011 

optionals,  1011 

policemen  positions,  1010 

referendum,  1009,  1013 

second  chance  coverage,  lOll 

transferring  between  coverage  groups, 
1012 
Retirement  systems,  Federal,  951,  2550 
Retirement  systems  in  general,  2549 
RETROACTIVE  BENEFITS: 

application  for,   1513,   1514 

hospital  insurance  benefits,  2105 
Retroactive    coverage,   nonprofit    organiza- 
tion, 939 
Retroactive   coverage   under   Federal-State 

agreement,  1014 
RETROACTIVE  ENTITLEMENT: 

hospital  insurance  benefits,  2101 

method  of  computation,  705 
Retroactive  payments,  disability,  503 
REVIEW   OF  RECORD: 

Appeals  Council,  by,  2011,  2012 

district   office   assistance,   2009 

extension  of  time  for  requesting,  2013 

requesting,  2006 

right  to  request,  2006 
Review  of  Secretary's  determination  (State 
and  local  government  employment),  1020 

454 


Revised  PIB  formula,  703 
Rounding  of  benefit  rates,  742 
Rounding  of  primary   insurance  amount, 

707 
Royalties  received  by  writers,  1114 

-S- 
Sale  of  farm  products,  909,  1234 
Salesman,  status  as  employee,  803,  804,  827, 

828 
Samoa,  American,  employment  in,  973 
Schedules  C,  F,  and  SE,  1417 
School,   qualification    as   "educational    in- 
stitution", 353 
School,  student  employment,  922 
School  attendance,  child  beneficiary  age  18, 

1715 
Secondary  evidence  of  wages,  1728-1734 
SECURITIES  (stocks  and  bonds): 
dealer  in,   1206 

dividends  or  interest,  1205-1209 
partnership,    1209 
stock  broker,  1208 
trader  or  investor,  1207 

SELF-EMPLOYMENT  COVERAGE: 

chaplains,  1134 

Christian  Science  practitioners,  1130 

court  reporters,  1127 

estate  operates  business,  1117 

farm   partnerships,   1122 

fiduciaries,   1115 

foreign  government  worker  a  LI.S.  citi- 
zen, 1125 

general  discussion,  1100 

hobby,  1106 

illegal   activities,    1104 

ministers,  1130-1134 

multiple  enterprises,  1105 

newspaper  and  magazine  vendors,  930 

newspaper  vendors,  1124 

occupations  covered,  list,  1100 

partnerships,    (See    Partnerships) 

physicians,  1100 

post  office  contract  workers,  1118 

public  officials,  1126 

services  for  International  organization 
by  U.S.  citizen,  1125 

share  farmers,  1120,  1121 

trade  or  business  (See  Trade  or  busi- 
ness) 

trust  beneficiary,  1116 

U.S.  citizens  working  in  U.S.  for  for- 
eign governments,  948 

writers  who  get  royalties,  1114 

SELF-EMPLOYMENT  INCOME: 

allocated  to  taxable  year,  720 
defined,  1201 

different  from  net  earnings  from  self- 
employment,  1201 
exempt  from  tax,  1128,   1129 


SELF-EMPLOYMENT  INCOME:  -Cont. 
maximum  in  year,   1201 
maximum  for  social  security   use,  201 
material  resources,  sale  of,   1210 
quarters  of  coverage  based  on,  204 
substantial    services    (deductions    from 
benefits),    1816,    1817 
Separation    of   mother    and    child    in    her 

care),  315-319 
Serviceman,  death  outside  U.S.,  lump-sum 

claim,  1518  (See  also  Military  service) 
Services  payable  under  Hospital  Insurance 

Benefits,  2201 
Services  and  supplies,  Hospital   Insurance 

Benefits,  2243 
Services      and      supplies.      Supplementary 

Medical  Insurance  Benefits,  2403 
Seven-day  foreign  work  test,  1826-1830 
Share  farmer,  self-employment,  1120,  1121 

partner  distinguished   from,   1122 
Sick  pay   plan,  wages,   1312,   1313 
Sickness  benefits  for  failroad  workers,  2540 
Signature  by  mark  on  application,  1511 
Signature  by  mark  on  check,  132 
Signature,   Supplementary    Medical    Insur- 
ance Plan,  2304 
SIMULTANEOUS  ENTITLEMENT: 
benefits,  how  paid,  736 
retirement     or     disability      insurance 
benefits  and  another  higher  benefit, 
737 
Social  Security  Act,  programs,  100,  2322 
Social   security   benefits,  defined,   101    (See 

also  Benefits) 
Social  security  district  office,  112,  117-121 
Social  security  health  insurance  plans  (See 
Hospital  Insurance  Benefits;  and  Supple- 
mentary Medical  Insurance  Plan) 
SOCIAL  SECURITY  NUMBER: 
application   for,   113,   140,   1404 
care  in  using,  1402 
functions,  1401 
how  to  obtain,  113,  1404 
Social  Security  Payment  Center,  122,   124, 

126 
Social  security  tax  rates,  1405 
Soil  Bank  payments  to  farmers,  1235 
Soldier's  and   Sailor's  Civil  Relief  Act   of 

1940,  1519 
Special  age  72  payments,  359 
SPELL  OF  ILLNESS: 
defined,  2203.  2205 

guarantee  of  payment  provision,  2228 
90-day  maximum,  2215 
Spouse,    representative    payee    preference, 

1610 
Star  route  mail  carriers,  1118 
State,    contributions    under    Federal-State 

agreement,  1018 
State,  defined,  1006 


STATE  AND  LOCAL  GOVERNMENT 
EMPLOYMENT: 

administrative  appeal,  1020 

agreement  for  coverage  (See  Federal- 
State  agreement) 

contributions  by  State,  1018,  1021,  1022 

court  reporters,   1127 

coverage  groups: 

basic  types,  1000 
defined,  1001 

effective  dates  of  coverage,  1014 
exclusions    of    services    available, 
1005 

definitions,  1006 

disclosure  of  data,  145 

divided  coverage,   1011 

earnings  record,  time  limit  to  correct, 
1019 

effective  dates  of  coverage,    1014 

employee  for  more  than  one  entity, 
1021 

exclusions  of  services,  available,  1005 

firemen  positions,  coverage,  1003,  1010 

general  discussion,  lOOO 

governmental  functions,  defined,  1002 

hospitals,  1006 

ineligibles  of  retirement  system,  1001, 
1007 

instrumentality,    1006,    1011,    1013 

interns,  1005 

libraries,   1006 

limitation  of  State's  contribution  li- 
ability, 1022 

Neighborhood  Youth  Corps  enrollees, 
956 

noncovered  kinds  of  work,  1003 

optionals,   1011 

overpayment  of  contributions,  1021 

policemen  positions,  coverage,  1003, 
1010 

political  subdivision,  1006 

proprietary   functions,   defined,    1002 

public  officials,  1126 

public  transportation  system,  1004 

referendum,  1007,  1009!  1010,  1013 

reporting  procedures.   1410 

retirement  systems  (See  Retirement 
systems  coverage  groups  (State  and 
Local   Government)) 

review  of  Secretary's  determination, 
1020 

State  defined,  1006 

statute  of  limitation  on  liability  of 
State,  1019 

termination  of  Federal-State  agree- 
ment, 1015-1017 

transferring  between  coverage  groups, 
1012 

State  welfare  and  assistance  (See  Public  as- 
sistance) 
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Statement  of  Earnings  Recorded  in  Your 
Social    Security    Account,    Form    OAR- 
7014,   1421 
Statements  of  people,  as  evidence  of  wages, 

1733 
STATUTE  OF  LIMITATIONS: 
annual  report,  1818 
applicable  to  States,  1019 
correcting  earnings  records,  1019,  1425, 

1426 
exceptions  to,  1426 
extension,  1427 
filing  proof  of  support  (See  Two-year 

filing  period,  etc.) 
initial  or  reconsidered  determination, 

reopening,  2002 
lump-sum  claims  (See  Two-year  filing 

period,  etc.) 
suspension    during    military     service, 
1428 

STEPCHILD-STEPPARENT      RELA 
TIONSHIP: 

deemed  stepchild  of  worker,  341 
proof  of,  1714 

time    requirements    (child's    benefits), 
340 
Stock  brokers,  1208 
Stocks  (See  Securities) 
Stolen  checks,  131 

Strike   benefits   or   other   strike   payments 
status  as  wages,  1325 

STl'DENT  AGE   18-22: 

educational  institution,  defined,  353 

full-time  defined,  354 

nonattendance  up  to  4  months  dura- 
tion, 355 

reentitlement   to  child's  benefits,   351 

terminating  events,  352 

termination  of  benefits,  422 
Student  beneficiary,  1603 

STUDENT  EMPLOYMENT: 

exchange  student  or  vi;sitor,  949 
local  college  club,  920,  921 
nonresident  alien,  949 
nurses,  923 

school,  college  or  university,  922 
work-study  program  enrollees,  957 
Student  nurses,  coverage,  923 

SUBSTANTIAL  GAINFUL  ACTIVITY: 

ability  to  engage  in,  522,  527 
earnings  amount,  significance,  535,  536 
evaluation  factors,  533 
general,  514 

impairment  insufficiently  severe,  523 
impairment  reason  not  to  perform,  524 
income  of  self-employed  person,  536 
nonmedical   or   vocational   factors   of, 

525 
work  under  sheltered  conditions,  533 


Substantial  services  (deductions  from  bene- 
fits), 1816,  1817 

SUBVERSIVE      ACTIVITIES      CONVIC- 
TION: 

auxiliary  beneficiaries,  effect  on,  1847 
benefit  forfeiture,  1845-1849 
dependents'  benefits,  efi^ect  on,  1847 
hospital  insurance  benefits,  2109 
lump-sum  death  payment,  1848 
pardon  of  convicted  person,  1849 
Suit  by  U.S.  to  recover  overpayment,  1915, 
1916 

SUPPLEMENTARY    MEDICAL    INSUR- 
ANCE PLAN: 

administrative  responsibility,  2400 
age  65,  2300-2302,  2306 
alien,  2302 

ambulance  service,  2406 
application  requirements,  1500-1502 
calendar  year,  basis  of,  figuring  bene- 
fits, 2409,  2410 
carriers,  contracts  with,  2426 
carriers,  defined,  2427 
coinsurance,  2416,  2417 
collection  of  monthly  premium,  108 
covered   period,   2310-2318 
coverage  period  beginning  date: 

attains  age  65,  2311-2317 

eligibility,  2311-2316 

Federal-State      agreement,      2311, 
2316 

general  enrollment,  2311-2315 

good  cause,  2312 

initial  enrollment,  2312-2314 
deductible  for  outpatient  services,  2414 
deductions      from      monthly      benefit 

checks,  2322 
diagnostic  tests,  2405 
eligibility  factor,  2302,  2306 
enrollment,  2300-2310: 

deemed  entitled,  2304 

eligible,  105,  2302-2306 

identification  card,  2112 

limitations,  2307,  2308 

periods,  types,  2305,  2306 

terminated,  2317,  2318 

3  year  limitation,  2308 

voluntary,  2300 
entitlement,   social  security   and   rail- 
road retirement,  2324 
exclusions,  2309 
expenses  incurred,  2310 
expenses  not  covered,  2412 
Federal-State  agreement,  2309 
$50  deductible,  2415 
figuring  amount  of  benefits  payable, 

2409 
Form  SSA-18  (Application  for  Hospi- 
tal Insurance  Protection),  2304 
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SUPPLEMENTARY    MEDICAL    INSUR 
ANCE  PLAN:  -Continued 

Form  SSA-40  (Application  for  Enroll- 
ment in  Supplementary  Medical  In- 
surance Program),  2304 
Form    SSA-40A    (Application    for    En- 
rollment in  Supplementary  Medical 
Insurance  Plan),  2304 
Form  SSA-40B  (Application  for  Enroll- 
ment   in    the   Supplementary    Medi- 
cal  Insurance   Program),  2304 
general,  2300 
good  cause,  2312,  2329 
group-practice   prepayment,   2411 
Home  Health  Services,  2407 
ineligible,  2302,  2303 
intermediaries,  listed,  2428 
intermediary,  duties  of,  2424,  2426 
medical   services   not   covered,   2422 
mental  illness,  examples  of  payments, 

2413 
method  of  payment,  2401 
1959  Federal  Employees  Health  Bene- 
fits Act,  2300 
non-physician  services,  2419 
outpatient  diagnostic  services,  2414 
overpayment  of  premiums,  2328 
overpayments,  2423 
participating  hospitals,  2222 
participating  provider,  2408 
payment,  method  of,  2418 
payment  to  patient,  2418 
payment  to  physician,  2418 
physicians  services,  2402,  2404,  2424 
premiums,  2327: 

collections,  2322-2327 
increased,  2320 
payments,  2310 

railroad  beneficiary,  2323,  2324 
providers  of  service,  not  covered,  2422 
provisions,  general,  2400 
public  assistance  programs: 
payments,  2309 
State's  plans,  2309 
reasonable  charges,  2424 
reasonable  expenses,  2410 
requirements  for  payment,  2420 
resident  and  citizen  of  U.S.,  2302 
responsibility  for  administering,  136 
services  covered,  general,  2401-2403 
services  and  supplies,  list  of  covered, 

2403 
social   security    benefits,   2309,   2324 
subversive  activities  conviction,  2303 
tables  and  charts,  2314 
total  expenses  incurred,  2410 
written  request,  2304 
Support  of  child  (See  Dependency  of  child) 

SUPPORT.  ONE-HALF: 

defined,  325,  327 


SUPPORT,  ONE-HALF:  -Continued 
divorced  wife,  1724 
evidence  of,  1724 
husband's  support,  322,  328-329 
parent's  support,  428: 

2-year  period  to  file  proof,  431 
when  parent  must  have  received, 
430 
reasonable  period,  325,  326 
rule  for  determining,  325 
surviving  divorced  mother,  423 
surviving    divorced    mother    or    wife, 

1724 
surviving  divorced  wife,  403 
time  limit  on  filing  proof,  1522 
widower's  support,  410: 

2-year  period  to  file  proof,  414 
when  widower  must  have  received, 
413 
SURVIVING  DIVORCED   MOTHER: 
entitlement  to  benefits,  423 
remarriage,  effect  on  benefits,  424,  427 
termination  of  benefits,  427 
SURVIVING  DIVORCED  WIFE: 
amount  or  rate  of  benefit,  406 
entitlement    to    benefits,    403 
lump-sum  payment,  applying  for,  437 
partial  or  nonpayment  of  benefits,  408 
remarriage,  405 
support,  1724 

termination  of  benefits,  409 
SURVIVORS  BENEFITS: 
availability,  304 
divorced  mother  or  wife,  evidence  of 

support,  1724 
general  discussion,  400 
homicide,  claimant  potential  suspect, 

1722 
nonpayment,  400 
railroad  workers,  2535,  2536 
recomputation,  725 
veteran's  survivors,  2546 
waiver    of    recovery    of    overpayment, 

1924 
when  not  payable,  1722 
withheld,  deceased  was  overpaid,  1909 
Suspension    of    benefits    (See    Deductions 
from  benefits) 

-T- 

TABLES  AND  CHARTS: 

adjustment  of  benefits  for  maximum, 

735 
benefit   (computation)   tables,   701 
benefit    termination,    events    causing, 

1850 
deduction  formula,  1804 
events  affecting  benefits,  1800 
family  maximum  computations.  702 
farm  income,  optional  method,  1243 
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TABLES  AND  CHARTS:  -Continued 
insured  status  needed  for  specific  bene- 
fits, 218 
marriage,  effect  on  benefits,   1851 
maximum  wages,  1301 
PIA  computations,  702 
proofs  required  of  claimant,  1700 
quarters    of    coverage    required,    209, 

215-217 
railroad  retirement  tax  rates,  2542 
reduced  amount  figured,  730 
social  security  tax  rates,  1405,  1415 
Supplementary      Medical      Insurance 

Plan,  2314 
time  limitation  on  correcting  earnings 
records,  1425 
Tax-exempt  annuity  plan,  payment  to  or 

from,   1317 
Tax-exempt  organizations   (See  Nonprofit 

organizations) 
Tax  return,   income   (See  Income   tax   re- 
turn) 
TAX  RETURNS: 

due  dates,  1409,  1416 

forms  used  by  employers,  1408 

information   needed   for,   1404 

TAXES: 

contributions  by  State  under  Federal- 
State  agreement,  1018,  1021,  1022 
exemptions,  1128,  1129 
income  (See  Income  tax  returns) 
maritime,  unpaid,   1841 
paid  on  employee's  behalf,  as  wages, 

1332 
pamphlets  available,  1200,  1413,  1419 
railroad  retirement  rate,  2542 
self-employment  rates,  1415 
social  security: 

deducting,  1406 

disposition  of,   109,   1403 

paying  to  Internal  Revenue,  1404 

rates  tables,  1405,  1415 

tips,  1407 

withheld    from    employee,   wages, 
1332 

withholding  statement,  1411 

TERMINATION    OF   BENEFITS: 

adoption  of  child,  1850 

chart,  1850 

disability  benefits,  508 

Hospital  Insurance  Benefits,  2102,  2111 

marriage  of  beneficiary,  1850-1852 
Termination   of   Federal-State   agreement, 

1015-1017 
Termination    of    Supplementary    Medical 

Insurance  Plan,  2317,  2318 
Timber,  income  from  sale  of,  1240 
Time  limitation  (See  Statute  of  limitations) 
Tips  as  wages,  1329,  1330 
Tips,  reporting  of,  1407 


TRADE  OR  BUSINESS  (See  also  Self-em- 
ployment coverage;  and  specific  occupa- 
tion): 

administrator   or   executor    of   estate, 

when  engaged  in,  1115 
carried    on    outside    U.S.,   deductions, 

1827 
carried  on  through  employees,  1102 
definition,  1101 
estate  operates,  1117 
excluded  services,   1123-1130 
hobby,  1106 
illegal  activities,   1104 
land  owner,  distinguished  from  busi- 
ness operator,  1119 
length  of  time  engaged  in,  1103 
more  than  one  operated  by  same  per- 
son, 1105 
partnerships  (See  Partnerships) 
transfer  after  retirement,  1817 
Training  pay  for  veterans,  1328 
Transfer  of  business  after  retirement,  1817 
TRANSITIONAL  INSURED  STATUS: 
fewer   than   6  quarters,  208 
Hospital  Insurance  Benefits,  2111 
requirements,  356 
retroactive  entitlement,  2105 
tables,  209 

widow's  benefit  based  on,  407 
Transitional  uninsured  hospital  insurance 

benefits,  2102,  2105,  2109 
Translation  of  foreign  documents,  1702 
Transportation,  home  health  services,  2245 
Transportation,  Medical  Health  Insurance, 

2406 
Traveling  expenses  paid  to  employee,  1333- 

1335 
Traveling    salesman,    status    as    employee, 

828 
Treason  and  similar  crimes,  benefit  forfei- 
ture, 1845-1849 
Trial  work  period,  537-541 
Trust,   beneficiary    of,    trade   or   business, 

1116 
Trust  fund  profit-sharing  payments,  1314- 

1316 
Trust  funds,  social  security,  109 

TUBERCULOSIS  HOSPITALS: 

conditions   for  participation,   2225 
inpatient  before  entitlement,  2213 
participating  hospitals,  2222 
period  of  inpatient  care,  2201,  2210 
physician's  certification,  2221 

Turpentine  production,  910 
Twenty-day  work  test,  agricultural,  901 

TWENTY-FOUR  DAY  WORK  TEST: 
domestic  service,  916 
nonbusiness   %vork,   925 
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TWO-YEAR    FILING    PERIOD,    LUMP- 
SUM CLAIMS: 

extension,  conditions  for,  1520,  1521 
general,  437,  1517 
serviceman  dies  outside  U.S.,   1518 
Soldier's  and  Sailor's  Relief  Act,  1519 

TWO-YEAR    FILING    PERIOD,    PROOF 
OF  SUPPORT: 

husband's   benefits,   329 
parent's  benefits,  431 
time   limit   for   filing,   1522 
widower's  benefits,  414 

-U- 

Llncashed  benefit  checks,  payee  dies,  1902- 
1905 

UNDERPAYMENTS: 

definition,  1900 

no  subsequent  benefits  payable,  1902- 

1905 
underpaid  person  deceased,  1901 

UNEMPLOYMENT       COMPENSATION 
AGENCY: 

disclosure  of  information   to,   143 
findings  as  evidence  of  wages,  1732 

UNEMPLOYMENT  INSURANCE: 

amount  of  weekly  benefit,  2504 

Federal     civilians     or     ex-servicemen, 
2508 

filing  claim  for  benefits,  2506 

financing,  2501 

general  discussion,  2501 

number    of    weeks    benefits    payable, 
2505 

railroad  workers,  2537-2539 

requirements   for   benefits,   2503 

right  to  appeal,  2507 

State  laws,  2502 
Uniformed  services,  member  defined,  960 

(See  also  Military  service) 
Union  (See  Labor  union) 

UNITED  STATES: 

citizenship,   evidence   of,   1726 
civilian  employment,  951 
emergency  hospital  care  outside,  2227 
employment  outside,  971,  974-976 
employment  outside,  deductions,  1826- 
1830 
University,    qualification    as    "educational 

institution,"  353 
I'se   of   benefits   by    representative   payee, 

1616-1619 
Utilization  review,  2233,  2238 

-V- 

Vacation  pay,  as  wages,  1327 
Vascular   impairments,  616-618 


VETERANS    ADMINISTRATION: 

application     for    benefits    filed     with, 

1506 
benefits  administered,  2545 
on-the-job  training  allowances,  1328 

VETERANS'   BENEFITS: 

administered    by   agencies   other    than 
Veterans    Administration,  2547 

administered  by  Veterans   Administra- 
tion,  2545 

deemed  insured  status,  970 

general  discussion,  2544 

pamphlet  summarizing,  2548 

survivors,  2546 

unemployment  compensation.  2508 
Veterans   training  pay,  1328 

VOCATIONAL  REHABILITATION: 

availability    to    disabled    beneficiaries, 

500 
cost  paid   from   Social   Securitv  Trust 

Funds,  542 
disclosure  of  data  to  agencies,  143 
good  cause  for  refusal,  507,  1834 
referring  beneficiaries,  542 
refusal,  1834 

refusal    by    disabled    child,    effect    on 
mother's  benefits,   1832 
Volunteers  in  Service  to  America  (VISTA), 
958 

-W- 

Wage  and  Tax  Statement,  Form  W-2.  1411 
Wage  credits  for  military  service  (See  Mili- 
tary service) 

WAGES: 

advance  payments,  1320 

annuity  plan  payment,   1317 

back  pay,  1323 

bonuses  and  wage  dividends,  1322 

cash-pay  tests,  1303 

commissions,  1308,  1309 

constructive  or  actual  payment,  1302 

defined,  1300 

dismissal  pay,   1324 

employee    furnishes    business    equip- 
ment,   1337 

employees  over  retirement  age,  1319 

evidence: 

general  discussion,  1727 

income  tax  return,  1731 

kinds  of,  1727,  1728 

labor  union  records,  1730 

pay  envelopes  and  other  unsigned 

statements,  1729 
personal  records  of  worker,  1734 
secondary,  1728-1734 
statements    of    fellow    employees 
and  others,  1733 
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WAGES:  -Continued 

unemployment     agency     findings, 
1732 

exclusions,  1319 

expenditures  of  employee,  1337 

$50  minimum  pay  test,  1304 

idle-time   pay,    1326 

loans  to  employees,  1321 

maximum  for  social  security  use,  201, 
1301 

moving  expenses,  1336 

nonwork  payments,  1338 

pay  period  defined,  978 

payments  in  kind,  1303 

payments  under  plan  or  system,  1310 

pensions  and  retirement  pay,  1318 

prizes  or  awards,  1331 

profit-sharing  plan,   1314-1316 

quarters  of  coverage  based  on,  203 

reporting  by  employer,  1404 

reporting  domestic  service  wages,  919 

sick-pay  plan,  1312,  1313 

strike    benefits    or    other    strike    pay- 
ments, 1325 

taxes  paid,  1332 

tips,  1329,  1330 

traveling  expenses,   1333-1335 

vacation  pay,  1327 

veterans'  on-the-job  training  pay,  1328 

work  for  nonprofit  organizations,  1304 
Waiting  period,  disability,  502,  504 
Waiver  certificate,  filed  by  member  of  cer- 
tain religious  orders,   1129 
Waiver  certificate,  filed  by  minister,  1131- 
1133 

WAIVER     CERTIFICATE,     FILED     BY 
NONPROFIT  EMPLOYER: 

amending  for  retroactive  coverage,  939 
effective  date  of  coverage,  938 
nonconcurring  employees,  934 
requirement,  931,  932,  1304 
State  and  local  retirement  system,  936 
supplemental  list,  934,  935 

WAIVER      OF      OVERPAYMENT      RE- 
COVERY: 

Administration  revises  determination, 

1925 
against   equity   and   good    conscience, 

1922,  1923 
at  fault,  1919 
death  of  overpaid  person: 

estate,  when  waiver  applies,  1923 
liability  of  estate,  1924 
survivor    benefits,    when     waiver 
applies,  1924 
defeat   the   purpose  of  the   program, 

1921 
general  discussion,  1917 
Hospital  Insurance  Benefits,  2265 
without  fault,  1918,  1920 


Waterways,  districts,  etc.  (agricultural),  912 
Welfare  programs  (See  Public  assistance) 
WELFARE,  RETIREMENT,  OR  MEDI- 
CAL PLAN  (for  employees): 

annuity  plan  payments,  1317 

disclosure  of  earnings  data  to,  147 

existence  of  plan  or  system,  1311 

payment  under,  1310 

retirement  pay  or  pensions,  1318 

sick  pay,  1312,  1313 
Widow,  defined,  402 
Widower,  defined,  411 
WIDOWER'S  INSURANCE  BENEFITS: 

application,  when  not  required,  410 

one-half  support,  410: 

evidence,  2-year  filing  period,  414 
when    widower    must     have     re- 
ceived, 413 

partial  or  nonpayment,  416 

rate  or  amount  of,  415 

remarriage  of  widower,  410,  412,  415, 
417 

requirements,  410 

terminating  events,  417 

widower,  definition,  411 
WIDOW'S  INSURANCE  BENEFITS  (See 
also  Mother's  insurance  benefits): 

amount  or  rate  of,  406,  407 

application,  when  not  required,  404 

automatic  entitlement,  404 

divorcee,  403 

entitled  to  higher  benefit,  741 

partial  or  nonpayment,  408 

reduced,  726,  727,  731 

remarriage  of  widow,  405 

remarriage  of  widow,  annulled,  1852 

requirements  for,  401 

terminating  events,  409 

135.00  rate,  407 

transitional    insured    status    as    basis, 
407 

widow,  definition,  402 
Wife,  defined,  306 
WIFE'S  INSURANCE  BENEFITS: 

amount  or  rate  of,  320 

child  no  longer  in  her  care,  732 

divorced,  requirements,  311 

partial  or  nonpayment,  321 

reduced  benefit  rate,  726,  727,  731 

reduced  for  age,  320  (See  also  Reduc- 
tion of  benefits) 

remarriage  annulled,   1852 

requirements,  305 

simultaneously     entitled     to     another 
benefit,  736 

special  monthly  cash,  age  72,  356 

support,  proof  of,  1724 
terminating  events,  322 

when  not  or  onlv  part  pavable,  737 

wife,  definition,  306 
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Withdrawal  of  claim,  1515,  1516 

Withholding  benefits,  adjustment  for  over- 
payment,   1909-1911 

Withholding  Tax  Statement,  Form  W-2, 
1411 

Without  fault,  waiver  of  overpayment  re- 
covery,  1918,   1920 

Women's  Army  Auxiliary  Corps,  965 

Work  experience,  factor  in  substantial 
gainful  activity,  525 

Work  not  in  course  of  employer's  business, 
914,  925,  926 

WORKMEN'S  COMPENSATION,  2527: 
amount    and    duration    of    payments, 

2528 
disability  insurance  benefits,  effect  on, 

1835 


WORKMEN'S  COMPENSATION,  2527: 
—Continued 

medical  care  and  burial  expenses,  2529 
reduction  of  disability  insurance  bene- 
fit, 506 
Work-study  program  enrollees,  954,  957 
Work  test,  agricultural,  901 
Work-training  programs,   enrollees,   956 
Writers  who  get  royalties,  1114 
Written  request  for  payment  of  Hospital 
Insurance   Benefits,  2220 

-Y- 

Years  dropped  out,  716 
Years  with  earnings  over  $200,  704 
Youth  programs  of  the  Economic  Oppor- 
tunity Act  of  1964,  954-958 
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